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• OBSERVATIONS, 

SCi:. He. fife. 

INTRODUCTION. 

Jl HE principles which regulate the exchange 

^n be investigated in the simplest manner, by an 

arrangement that may lead the mind gradually 

from the separate consideration of the individual 

causes by which it is influenced, to the more com-* 

plicated results that arise from their combined 

operation. 

The eflFects of the exchange are first practically 

^^&lt, when the intercourse between foreign nations 

^PUp rendered it necessary to make a remittance 

frc^one country to another. 

The us«h1 Qiode of mdJcing a remittance, either 
for the discharge of < debte previously existing, or 
for the purpoMuof. invefeting it in foreign produce, 
is to purchase ^)d trtm^mit, to the person to whom 
the remittance is to be m^ade, a foreign bill of 
exchange. ^-^ i 

¥~ 
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A foreign bill of exchange is an order addressed 
to some person residing abroad, directing him to 
pay a determinate quantity of foreign currency 
to the person in whose favor itii^ drawn. The 
quantity, therefore, to be paid, is fixed by the 
sum specified in the bill ; but the amount of Bri- 
tish currency to be given here, for the purchase 
of the bill, is by no means fixed, but is con- 
tinually varying, from causes which it is the object 
of this essay to explain. 

When the market price of foreign bills is high, 
the exchange is said to be unfavorable, beeau^Q 
^ larger sum^ will be required for discharging .a 
given amouiit of foreign piayments. When the 
market price is lovr, the exchange is said to be 
feyorabk, because the discharge of the same 
amount of foreign payments will be efS^ted by 
ia smaller quantity of British currency. What- 
ever therefore affects the price of a foreign b^U, 
tvitt afiectthe state of the ^change. 

Nov the price of bills will depend, in the same 
tnanti^ as that of any other commodity, upon two ^< 
causes: - ^ 

First, on their abundance or scarcity m the 
market, oompared with the demand ^r Ihem^; 
.arid secondly, on the value of the currency in 
-which they are to be paid, compart with the va- 
line of that with which they are b(>dght. 

If there be a certain quantity of foreign bills in 
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t;he market^ and jsit the iame lime a gre^ deaian4 
for mukiog foreign payments or investmenti) thfe 
hoUers of bills wiU booh feel the e£Ebct of the compe-^ 
titionfortheif purchase, tod will refuse to part with 
tfaem> except an additiohal price foe given a& a pre-^ 
mium. If^ on ,tbe contrary, there foe an abundant 
supply of hills in the tearket, and not much d^ 
mattd for foreign piayment or tlivestment, there 
will be mike perMhs iticlined to dispose of bilb^ 
than th^re are persotis desicoqs of pUirchasing 
them^ and th0 holders^ who wish to cbtivertthem 
in^. ca^f will not be eb^ t6 sdl^ accept at a dis« 
vauiU^ so that this yariattmi in the marked; pric^ 
flight take {daOe, though itke yiim of the cucf 
ren^y 0C ti^ respe^tlre. countries continued abao^ 
lutely unchanged. 

. ^pp06H](g) h^wev^r^ the quitnttty of foilfe inJlhe 
fiftrket^ suffi^ienl eKaCtly to supply the demand^ 
and th^t there 9^ no more: persons wishing to sell 
Ibatt th^t are pc^sOfas wanting to purchase tb^oii 
^loths^ l»nyaltl?ration id their pribe» from this caioej 
is precluded; yet as the currency of all countries 
is Sul^eclto. continual Ouotuations in its value^th^ 
quantiliy of British currency to begiren for a de** 
t^minat^ quitotitj^ of fordi^n currency* at any 
period iif tiiiiei , will depend upon the cmiaparatiTid 
value bf each. An En^ish ;^iie& may foe worthy 
lom^ttmes^ a certain numfoer of guilders^ fldrinsi 



or piastres, and at others a very different numbiery 
depending either upon alterations in the value of 
the. guinea, or of the guilder, florin, or piastre. The 
moment that these alterations take plaCe, the in- 
formation is communicated from one part of the 
mercsmtile community to the other, and tiie price 
of foreign bills is regulated accordingly. 

The rate of the ram/^^^ ezchan^, then, will 
vary from two causes, totally distinct from each 
other. The first, arising from the abmidance or 
scarcity of bills in the market, is the foundation 
of what may be called the r^/ erohange, which 
defends upon the payments a country has to 
make, compared with those it has to receive, 
and has no reference to the slate of the xur^ 
rency. ^ 

The second, arising; fttmi alterations in the value 
of the currency^ is the foundation c( what may be 
called the nominal ex^tonge^ which has no refer* 
ence whatever to the state of debt and crec^ of 
the country. And as the effects, which the real 
znd nominal exchange have upon the general 
dealings and commerce of the country, are as dis- 
tinct as their causels, the natural mode of investir 
gating the subject will be to follow the order which 
this division points out ; and after tracing the ope* 
ration of the real and nominal exchange indepen- 
dently of each other, to consider their combined 
effect, in treating upon the computed exchange. 



PT THE REAL EXCHANGE. 



- In order that the cjonsideratioa of the r^a/Ex- 
olKUlge isk^y be kf pt perfectly distinct from that of 
the mminal, let it be supposed, during the review 
of this subject, that tlie Coin x)f any two coun- 
tries that have intercourse with each other : is 
in a peffept i^ate» as >to purity and .wei^fht ; an4. 
that the proportion which the qua^teitity of cur- 
veticy bears to the coB9paoditie3 to be circulated 
by it m the respective countries^ continues un- 
ehang^d; so as to- exclude any alteration in its 
Yalu^. 

■ Jn the consmerci^ dealings which t^ke place 
Idelwjeert a{ny two nations^ the surplus produce of 
tiie one witi b^ ^xeU^ge4 for the surplfls prpdvic^ 
oflhe otfter- WheOf ;i|eitber o( them imports from 
the othiep to « greater amount than it exports to thf 
same^ fcountry, t4ie debts and credits of each wiU 
b&dance,; and there will bcno difficulty in makr 
ittg remittances from que to ^he other, without 
tlie ictuad tra^tisfer of ^ullipiai of money : for as the 
BiUft draw* by the m^^^hapts exporting .prpduce 
troold eKactly eqjjial, iH'am9unt, the Bills drawp 
on the merchants importing prf>duce^ their mutual 
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debts and credits would be easily liquidated by 
the transfer of Bills of Exchange; and as the sup- 
ply of Bills would be equal to the demand forthem» 
they would neither bear a premium, nor be at a 
discount, and the real Exchange would be said to 
be at par. 

At any particular period of time, however, it 
may happen that a nation may have imported to 
a greater amount than it has exported, and conse- 
quently have more payments to make than to re- 
ceive. If at that time payment were demanded, 
the balance due from the debtor country Qould. 
only be liquidated by the transfer of money or 
Bullion ; and the merchant, rather than incur the 
expense of the freight insurance and commission 
attending its conveyance, vnll be induced to give 
more for a Bill of Exchange, than the sum for. 
which it is drawn. A competition will be thei'e- 
by created among the purchasers of Bills upon 
the creditor country, and they will bear a pre- 
mium in proportion to the demand. In that coun- 
try, on the contrary, there will be more persons 
holding, than there are persons wanting Bills, smd 
the excess above the demand can only be convert- 
ed into Coin or Bullion by sending them to the 
place upon which they are drawn. But this Bui-, 
lion or Coin cannot be conveyed to the creditor, 
without his paying the expense of its transit; and 
the holder of a Bill in the creditor countrv. 
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u be be desirous of converting it into taonty, wilt 
be content to receive sdnkething less than its 
amount. There will tberfefore be in the credito^ 
country a competition to sell, and Bill^ will be at 
a discount in proportion to the supjily. The pte- 
mium in one country will correspon^d with the dis- 
count in the other. , , ? : . 

Wlxatetjer, therefore, affects the proportion be- 
tween the payments to be mide,^ and thosie to be 
received,, Svill alter the state of the r^a? Exchange.' 

This proportion varies, principally from the 
following circumstances; first, from the effects of 
iatvor^ible' or unfkvorable seasons creating; a dif- 
lerence ih 4;he'custpmary supply of the annual pro- 
duce of the land : secontHy, from the alterations 
which take place in the abaount of the foreign ex- 
^nditure of a country, arising either from the ex-.* 
penses of foreign establishments and expeditions, 
subsidies to foreign powers, or remittances to ab-^* 
sentee proprietors* 

The population of the conntries that have com^ 
mercial intercourse with each other, though it may 
vary considerably in long periods of time, is not 
subject to any sudden changes from year to year ; 
the wants, therefore, for annual ^consumption may 
be considered as nearly constant; but the supply 
of those w^nts depending principally on the an- 
nual produce of the land, will vary to a very great 
cxtenft. If in any particular country there should 
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het, fis^lwtf 111 dr^omittoftity^hfch is also the comi- 
mbn growth of the n^ighbotir ing comitries, theda^ 
ficlency will be ^'pplied^ ih a greater or lisss de-* 
gfee, by an increa^d 'importation ; and whei*e the 
fdilt}re takes place in ati article of the first neeeBsityj 
a|i^r ihsiance, in com, Whith forms* the principal 

^art of the food of the people, the importettion tvitt 

bt^iaagnii^iijbed nearlj^ in proportion ^to the eccient 

of* tb^ deficiency^ > ■ The a^ierage amount of annual 

irepoftB Vkiil in thesis e^ses be exceeded, iand the 

ondSnary propoi^tion pf pajmicirts between the 

couAtry and foreign nla,tions;p?roportianablyoaft 

fected; arid though the effects of the failure of /at 

com crop, from its magnitude, 'and its being ai£ 

article of tiie first necesi^ty, are most appisirent, m^ 

alteration similar in kind, but not in degr^ wiH 

be induced .by a failure in the produce of aay^ 

oomrmodi^ to the use o£ which a country has been; 

long habitiKabted. In aa article of mere luxury, the 

deficiency of its produce, by occasioning an in-; 

crease of ils price, may contract the consumptibn, 

and thu^ csttse thfi value of the quantity exported. 

OT imported to be in a certain degree uniform; yet- 

it may be easily conceived that a combination dR 

circumstances would, eyen in commodities of less 

necessity thaia corn, lead to an un^isiial export or 

import, and therefore materially affect the state of 

debt and credit of a country. . 
The second circumstaiice,. which has been stated 
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su$ affi^liilg ibe pn^mu^sts^s^ redei|>t8 of a cottiit 
try, is the vmo^ioniiH the mxibutit of its ibreijn ejt^ 
p$ndii|ilile,imdef. which head nMiy be included, the 
charge ^ fliaintauiitg its-^foreiga. edtablidiobents^ 
civil aod miktaiy, subsidtcs to foreign powec^ imd 
the remittance to afesfoieeproprietons; the last of 
whH^ it may be snffididnl merely to. inenlti<fti^ since 
they most bear sof very small a pro|)oriBOii to the 
$um totdl of the forngpa expmiditwe of^a^resit na^ 
ttO]i> that - any i^adations; in (hear amount wonid 
scarcely. Imve a perceptible effect upon the ^neml 
atate;of its payments and retsei^Ditst On the doiiv 
trdry,:the sdbsidtes ta foreign jbovrens, and tbei^ 
pense of maintainiitg.the civd ianMloftitiltary estai 
blifthments abrQad> may vary, iq times of war,- to 
an.eiiMKi6lis extent 

No«¥ this ;€xp0(i^tiure mmy be supplied either 
by tbe exporfe of Bullion, or Specie; by pbrcbasiiig 
foreign B&ts in the hon«e market, and sending 
tbencL to. the place where the money is wanted ; or 
by autUoriding the agents abroad to di^w Bills upon 
the government, and discount them at the place 
where they are drawiiy upon the best terms that the 
BiU-;market will allow. 

By the export of Bullion or Specie the expendi- 
ture wopld be at once defrayed, without creating 
any debt against the country, and sherefore with- 
out producing any efiect upon the real Exchange; 
but there are various ceasons why this mode has 
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tlot been generally adopted.^^^ I^ithe £r^ pldci^ 
the quantity; 6f BuSion of Speck in a country 
which has no niines of its' own!, is exocerfingly li-» 
mitedi and the total amoont that can>ibe spared or 
procured for exportation will bear iai Tciy sibaJl 
propdrtion to the foreign aqpenditure arimig from 
protracted warfare. In tiie next place^ there 
must always be a certain expense of insurance and 
freight attending its trani^rt; atidi whenever^ 
therefore, foreign Bills can. be procured at a less 
premium than the amount of that expense/ or BtUs 
on the govemm^[it abroad can be negodated at a 
less discount, the vehicle of Bills wiU necese^rily be 
preferred to that of Specie or Bullion^ 

The foreign, expenditure of this country, as ap* 
pears by the account presented to the Committee 
of Secrbcy by Mr. Loi^, in. 1797, was principally 
paid by the draft of Bills from the Continent upon 
England. A debt is thus created against the 
country equal to the amount of the Bills drawn 
upon the government, which must e^ist, in a 
greater or less degree, till the whole of those Bills 
are liquidated by the remittance of value of some 
kind or other. Whatever, therefore, be the pro- 
portion between the payments to be made, and 
those to be received, at any period of time, arising 
from the ordinary commercial dealings; whatever 
be the quantity of Bills in the home or foreign 
market, which are^ in fact, the evidences of that 
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pit^wtioti J the foreign expenditure of gov^rnmeiiit 
must derange the natural state of the balance»^.ax)4 
produce an alteration proportional to its ^moupt *. 
If the Bills be drawn from abricwl, they will inr 
crease the quantity of British Bills in tli^ foreigii 
Bill market^ and lower their value from their abun- 
dance. If the fpreign Bills be purchased at hon>e 
for the purpose of remittance, the competition gf 
government will immediately raise their price, and 
increase their scarcity. Whether the real Exr 
change, therefore, at the time of the expenditure 
taking place, be favorable or unfayor;ablie, it 
will always be the less favorable, or the more lui-, 
favorable, in consequence of that expenditure. 

We have hitherto been considering the demand- 
for foreign Bills, as originating wholly in the ne- 
cessity of Uquidatiag balances arising from trans- 
actions that had. already taken place; but there is 
another cause of demand, which springs from the 
desire of entering upon new comnysvfiifA speicul^r 



* See the examination of Mr. Hnskii^on before the Conunit-- 
tee for enquiry into the policy und conduct of the Expedition 
to the Scheldt 5 where he states the difficulty of making the re- 
mittances to Austria without lowering the Exchange, which 
was already from 18 to ^0 per cent, against this countr)-; 

See also Mr. Mooi-e's Narrative of the Campaign in Spain, and 
the difficulty Of negociating Bills there, for tlie supply of th^ 
army in that country*. 
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ikHfiS) Whenever the fetative prices ih the hone 
and foreign markets are such, as t» afimd the pco- . 
spect of an adeqvHite profit If the current real 
prices abroad are loW, compared with those in the 
home market, there will be an increased demaad 
for foreign Bills, for ikhe purpose of makiftig foreign 
investments ; and the extent of this demand mtUI 
he in proportion to the probaUe amount (£\ the 
profits to be derived, and the unemployed ca{Htal 
that will admit of being diverted into that channel. 
As' soon as a foreign price-current is receit^d^ it is 
Compared with the price-currents at horne^ antdtfaet 
conduct of the merchant is regulated iccwdingl/. 
If commodities abroad be rdatively cbe^ji^ there^ 
will be more purchasers' than usoial of foreign 
Bills ; if they be relatively dear, there will' be 
fewer purcha^ps than usual ; tMid thus whatever ho 
txe^rcid Exchange wider any given bahtnce of 
payment to^be^nade/and pajrment to be received^ 
the arrival of *a; foreign price-current, or aa alt^^ 
ation in the home price-current, will have an in- 
stantaneous effect upon the foreign Bill market ; 
and the weekly, and sometimes daily » fluctuations 
in the course of the real Exchange, ane attriba^ablt 
principally to the variations in tins species of de- 
mand. 

It must not be inferred, however, th^t because 
the j;)rices of commodities cause a fluctuatiop in 
the course of the real Exchange, tliat therefore thg 
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real Eiccliaiige caiises a fluctuation in the prices 
of . commodities. The prices of commodities in 
the home xxiarket (upon the suipposition to which 
we constantly adhere, that the value of the cur- 
rencies .throughout the mercantile repiiblic remains 
unaltered) cannot depend upon the number of 
foreign BiUs in the same market, but upon the 
abundance or scarcity of the commodities them- 
selves, compared .with the real demand for them,,, 
that is, the wants of consumers ; and it is essential 
that this^ peculiar feature of the real . Exchange, 
should not escape the reader's attention^ since it 
forms one of the leading distinctions between the/ 
realy and the nominal Exchange, and is the cause 
of the great difference of their effects upon the, 
general exports and imports of the country. 

It may, then, be stated generally, that, when- 
ever there is a balance of d^bt against a country, 
arising, either from an excess of imports o^er ex-^ 
ports, a large foreign expenditure of gov^nmf nt> 
9r the remittance of foreign subsidies ; whenever, 
in short, tl^re is a demand for foreign pajrment, or. 
foreign investment, the price of foreign Bills. wiU 
rise, and may bear a premium; and the price iql 
Bills drawn on the country from abroad will f^^l, 
and be at a corresponding discount ; and, on ti)€| 
contrary, when there is a balanc ju. debt due to. 
a country, and a diminution of demand for foi'eig^ 
payment or foreign investment, the priCe of BiUi 
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drawB from abf^oad "1^94 kiotease^ ar^maifi^ima^ a 
j^remiom; atidtbe pri^e of fbreiga BilbmU fa)l 
m the home maarket5 a»4 may be at ^ dfecomit. 

What e^ct8 the iwd' Bxdlailge has upon tlM 
general ^xport3 and importisof the country, it wiH 
now be proper to enquiipe. 

The merchant is^ regulated iik the* condust of 
his businesB^ by a comparison of ^e prioes which 
commodities bear in the home, andibrdgii market; 
liis attention is directed to the prices cnrten^, ac*- 
counts of which are constantly published, and mki- 
iliediately communicated by his. correspondents 
abroad. If he finds that the price 6f any commo- 
dity abroad is so much higher than^ the priod^ttf 
the ssime commodity in the home market, tha/t its 
sale abroad will pay the enpences of freight an4 
insurance, and at the same time lealve liim an 
adequate profit i^r his trouble^ he will imm^i^ 
ately purchase and export the commodity ia quee- 
thm« As soon as the bill of lading hasbeen te^ 
ceived by his correspondent to whom, the goodB am 
jconsignedj he will draw his Bill vvp&a^ ilim for 
the amouilt; and if the r(f a/ Exchange foe aj: par^ 
will have no difficuliy in procuring money equal 
to the TaltHs^ specified iu the Bill, by negotiating it 
ki the market at home^ But if the r&al Exchaaga 
should n^t be at par, it i{& evident t^t his calcufau 
tion upon the profit he is likely to derive from tlia 
t»cport^ must include the pren^um, oi^ ^^acounti 
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wfe^h he wiU rac^iye, or pay, in tl^ disposal of. 
his Biti. Jf the ^chi4%€ is unfavorable^ or, in 
Qlher wofcis, if the payments to he made are 
gf^ter tbafn those to be received, foreign Bills will 
be^r a .premium; and consequently, the addi* 
tio»fd imn which he will receive cm the dis- 
pose of his BUI, will eaiable him to export with 
jemifit, though the diffin^^Eice ^ai* prices of the com> 
iftddity at home and cibroad were ^uch, as would 
]M>t dUow him to export, with the r^al Exchange 
^t par. The more unfavorable the real £Kchange> 
tile Itasiiiighft be thediS^r^nce of prices that would 
indmrehim lo export) i^ that^n unlstvorable stat^ 
of the nrel: EoDchange will operate as a bounty upon 
«9cpbrt«tk>i!i, to the lundu&t of the pren^m, which 
he ^vrill rdcetre upon his foreign Bill* 

The sime cldcuktion upon the Mate of the real 
^xchmage will be necessary. If the di^fer^ce ^ 
prices at home and iahrdad should lead him to' im- 
port. But whatever be the state of the r^^/:^- 
^ahge, it wrll affect iheri&iportibg merchant, and 
the exporting merchant, in a directly opposite 
laaiiiiier: fot the importhig merehimt must pajr 
ibr the goods he imports, either by purch^^g a 
^foceiign Bill to remit to his correspondent abroa4> 
(for D^hich, if the real Exchange be unfavoirables h)S, 
tiiust pay a premium; or, if his cerriespondeiit 
4ibroad is authorised by the importing merchant to 
'draw a Bill upon him for the payment of the goods 



consigned, as that Bill cannot be converted iato 
money without a lossi he must draw for such an adi- 
ditional sum above the invoice price of the goods^ 
as will counterbalance the discount to be allowed 
in negotiating his Bill in the foreign market. — 
This additional sum, therefore, paid by the import- 
ing merchant in the premium of the foreign Bill, or 
drawn for by the correspondent to make xip the 
loss on the discount, will be so much deducted 
from his profit. Unless, thcQ, the difference of 
prices at home and abroad be such as to admit of 
this deduction, the merchant muc^ cease to import; 
so that an unfavorable real Exchange will operate 
as a duty upon importation, in proportion to the 
premium on a foreign Bill, or the corresponding 
discount on the Bill drawn from abroad ; and in 
the same manner it is easy to see,/ that a favorable 
r^fl/ Exchange will operate as a duty upon ex- 
portation, and will afford a bounty upon import- 
ation. 

An unfavorable real Exchange will, therefore, 
have the effect of forcing the exports of a country; 
because, during its unfavorable state, the merchant 
can afford to sell at a lower price, to the foreign 
consumet, and this diminution of price will na- 
turally lead to an increased consumption. It will 
contract imports, because the importing merchant 
;must sell foreign produce at a higher rate to the 
home consumer, to draw back the duty imposed 
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upon him by the unfavoral)le st^teof the realEsfp 
change, and consequently the high price will dimi- 
nish the home consumption. 

It is evident that during an un&vorable state of * 
the rea/ Exchange, the bounty receive by th^ 
exporting merchant does not depend upon thenar 
ture of the commodity he exports. Whatever 
kind of goodd he sends abroad, it gives him the 
power of drawing upon the person to whom he 
consigns them, to the amount of their value i^ an4 
upon this Bill he receives the premium that the 
market affords. He will of . course sdect thosQ 
commodities for . exportation, which, besides the 
premium afforded by his Bill, will give him the 
greatest profit^ by the difference of price abroad 
and at home. Of all the commodities,, which arci 
the objects of request among trading nations, 
there is none perhaps that is subject to so little 
variation in its. real price, as Bullion. The an- 
nual quantity produced from the mines is very 
nearly constant, — its distribution, from the facility 
.with which it is transported, is exceedingly uni- 
/orm,™ and its value, and consequently its reaj 
price, throughout Europe at least, must be consi- 
dered as nearly the same. Unless, then, the bounty 
afforded by the unfavorable state of the real Ex- 
change, were greater than the expenses attending 
the transit of Bullion, it would be of all others the 



t;§llti&ddi4^^ l^aift Ukeljr to Isenelefitedlgr^he €sk 
|MmiMg ttiercfaiitttt ; but tbat same iinbbcmity^ cl[ 
Value and of price, which wotixldpE»rent its beibg. 
* itiiJiWt^ bdcmi the preniiniii on a fdreign KUiax^ 
e^dd U» ejtpenses o£ the transit of BuHiost^, 
Ifi^mld beliie fery causey wtojr^ as iooa as the pre* 
mitltti had reached that pointi it woidd iitimedi- 
Mely be c^hosen as one of the most eligiUe for en^ 
|K)«rtsliofi. 

iThe expdrt A4id knport of Bttllk>n are general^ 
CNQQidtioted by a class of the oommunity remariL- 
kisie ^for their ^reYi^ness, and the small profito 
tLp^tt which they transact their business ; and ad 
WMn 4SU3ithe premium on a fbreign Bill exceeds, by 
a ¥a'y small amount^ the exp^se^ of the trai^tof 
bullion, the certainly of the profit compensatdi in 
mote degree for its smallneto^ and the opportunity^ 
%hen it oc(mi^> is seldom negleotedi^ The adverse 
tlebt will then begin to be paid, by the Bullion 
l)rtdFchants e^qporting to take advantage of the.pre<- 
mium ; and the competition will be such, that the 
^jpca/ eotchange wiU be rery rapidly brought down> 



* 1M[r. Thornton, apparently from toot being aware of the 
(node in which the export of ordinary produce was Increased bf 
tm iy^gm>]»&le f*eal Exchange, seeiAB to imagine that the 
greater part of the adrerae balaik^ fi»i9t neceesanly be paid ip 
Biaiiwa. (pp. m to 134.) 



so«8 im kmger to affi>od a profit upondhe ai^tlpf 
t^i artiisle. The exporters of ooi^mniaUe pro? 
4lioe witt ducing fhts period! cooperate ^UK t}fft 
BtAioQ meriAi^nts ; and wYnm t\m latter haF$ 
ceased to derive a profit^ tho former wiU still coi^ 
ijame their opecatiops^ tiH tine iin£9(fQ)»bb Sop^ 
elijange is reduced to pa^» or, m (Ahsf worda» til) 
the esports hav^e hem such, w to CQjaiiterh^taijtpQ 
I4ie adverae debt, and rewler the quantity of 
ibmgn BiUs io the market equal to Ifhe de> 
msoid. 

Frtmi this stateoient il; is obTious^ that the na- 
toraliimitto tke amount of tte Ma/ Eiidiiaiige i^ 
the expense of the traivnt/ of 'BnUioii ; and hmg 
he&ne it bas arrived at that pointy tbe export of 
ordinaiity pcodace wall be foreed» and its import 
restrained ; so that the real Cxchange can sc^po^e^ 
ly begia to deviate from par, witiaiout caBing into 
action a principle that will correct its dcvjij^ibn. 
It may oecillate a litUe cdft the one side, or Aid 
otiiidr^fiom its point of resft^ but cao; h^fldl^ aiimit 
of Bemaining either permaneptly&VQt^ble, or^Ser^ 
manently unfavorable, to a uatipu, in the ordiMry 
icoorse c^ ijts transactii]tts, *. 



^Tlus ^Mervation mii«t be ttodesBtOMl 
jt$X balance that subsists, between any one natian,. and tiie whofai 
of those wi^ which it has commercial intenoaufiB^ i^ it.hnii^c^ic^ 
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It must not be inferred, however, becittse the 
Expense of the transit of Bullion is the limit of tbe 
fedl Exchiange, that it is therefore a fixed. limits 
and capable of being estimated at a certain per- 
centage on the price of a foreign Bill: for when 
the real Exchange has caused a transit of Bullion 
to any considerable degree, it will at length create 
a difference in the market price of Bullion itself. 
This article Will become scarce in the country 
from which it is sent, and abundant in that into 
which it is flowing. Its pnce wilt rise in the 
former, and fall in the latter. The exporter, there- 
fore, will then have to calculate the difference. of 
prices in the home and foreign market; and if iu 
the first instance the profit were but just sufiicient 
to induce him to export, it is clear that after. the 
change has taken place, the exportation of Bul-r 
lion, uiider the same rate of Exchange, .will cease. 

Mr. Boyd, in his evidence before the Secret 
Committee t)f the House of Lords, in 1797» re- 
specting the mode of remitting the Imperial loan 
to^ Vienna, states, ** that he thouglit the remit- 
^ tances by Bills of Exchange w<Te not quite 
^ so favorable as those in Bullion; but, if he had. 



dent that where a nation trades with more than oiie ooun'^ry, the 
ieal Exchange vqsSf be constantly favorable with ^nc/ provided 
ll be constantly un&vprftbie with another. - 
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J' stuck exclusively to Bullion^ the price of this 
*' article woirid have risen so high here, and 
" probably sunk so low at Hambro', that in- 
'^ stead of a good, it would have become a bad 
** remittance." The limit therefore of the reiA 
Exchange can only be fixed at a certain rate, 
upon the supposition that the price of Bullion 
is the same in the home and the foreign market; 
for when the real price of Bullion abroad is less 
than it is at home, the transit of Bidlion will not 
' take place, unless the rate of Exchange be suffi- 
ciently high^ not only to pay the expenses of 
trimsit^ but also to compensate for the loss a^nd^ 
ing the difference of home and foreign prices. 
When, on the contrary^ the price of Bullion 
abroad is higher than in the home market, it is 
equally evident that Bullion will be exported, when 
the real Exchange is less than the expenses of the 
transit of Bullion. 

And thus it is that a very small part of the pay- 
ment of an unfavorable balance is effected by the 
transit of Bullion, since its transit can scarcely 
begin to take place, without rendering it a more 
unprofitable article of exjport than ordinary coi^- 
sumable commodities. For tlie former canno^, 
generally speaking, be considered as a commodity 
the consumption of which will be augmented by a 
diminished price, its use being confined to the 
wealthy few, who are not likely to encrease the 

D 



26 

quantity of their plate, or indulge themselves mdre 
freely in the purchase of ornamental manufectures, 
from the temporary variations in the market price 
of Bullion: but it is not so with ordinary produced 
The great mass of mankind will always endeavour 
to purchase their comforts at the loweist possible 
rate. If by means of an imfavorable Exchange 
our merchants can supply the nations of the Con- 
tinent with 'British manufactures, cheaper than 
when the Exchange is at par, our manufactures 
will be bought and consumed; and in proportion 
to the degree in which the Exchange is unfavorable. 
In the same proportion, shall we be enabled to entier 
more easily into a competition with the manufac- 
turers abroad, even in their own maiicet. 

A possible case miay, nevertheless, be supposed, 
where the government may, from political causes, 
be induced to continue a scale of warfare, demand- 
ing a larger foreign expenditure than can be sup- 
plied by a proportional excess of exports over im- 
ports; and, consequently, if the quantity of Bul- 
lion in the country were extremely limited, the 
real Exchange might, notwithstanding the usual 
causes that check and prevent its fluctuations, 
' deviate so much from par, and create so great a 
drain of Bullion, as to caipe its market price above 
its mint price. 

It is certain that the Bullion merchants would 
in ihsA case, rather than pay the advanced market 
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^price, endeavour to collect the current Coin for 
the purpose of exportation; A pound of gold 
at the English mint is coined into forty-four 
guineas and a half, or 4€/. 14^. 6d. * By exchang- 
ing, then, bank*notes at the Bank, for coin, they 
can always procure a pound of gold for 46/. 14x- 6rf* 
in notes; and so long as they have this power of 
purchasing gold at the mint price, at the Bank, 
they will not give a higher marked price else- 
where. If the paper, therefore; be convertible 
into Coin at the option of the holder^ the Bullion 
merchs^ts will be constantly pouring in their 
notes upon the Bank, to be exchanged for Coin, 
which will be exported f as fast sift it pan be pro* 
cured; and, thus a drain upon the Bank will be 



* Hiroughout this pamphlet^ theAuthor> in speaking of 
Bultion, has confined his obitorvations to Gold BuUiqn only ; 
firsts because the Gold Coin is now the only one in which a le- 
gal payment can be made for debts above 25 1, in amount ; andf 
secondly^ because he has derived considerable assistance from^ 
end had frequent ^occasion to refer to^ Mr. Mushet's valuable 
Tables c^the Exchange between London and Hand)ro^ since the 
year 1760^ in which the price of Gold Bullion onlyr in noted. 

t It is true the laws have affixed most severe penalties to th* 

melting or exporting the current Ck>tn of the realm ; but these 

penalties have always been found insufficient for its protection, 

■ the Coin having unSfoi^mly disappeai-ed, whenever either of the 

above practices has been attended with an adequate proUt: ^ 
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eslablished, to a greater or less extent, in propor- 
tion to the amount of foreign payment that must 
be discharged ; before the real Exchange is suffi- 
eiently elevated to prevent any profit upon the ex- 
port of Bullion. As long as this drain continues, 
the Bank will be compelled to purchase Bullion, 
and to coin, for the purpose of supplying the de- 
mand occasioned by the return of its notes; 
and as the purchase must be made at the then 
market price, it is evident that in whatever degree 
Idiat shall exceed the mint price, the Bank must 
^stain a loss proportional to the difference; and 
that a contiiiiHance of the drain, under such cir- 
cumstances, might eventually lead to its ruin. 
' It was upon this ground that the Directors of the 
Bank, in the year 1795, remonstrated in so urgent 
a manner against any further loans to the Em- 
{>ero^; Les^ the drains, which those kfans occa- 
^iOkued, should prove fatal to that establishment. 
In a letter from the Directors to Mr. Pitt, dated 
October 8, 1795, after observing upon the con- 
tinual ^vdxa that the loan to the Emperor had oc- 
casioned ; they proceed to state, *^ that the present 
" price of gold being from 4/. Ss. to 4/. 4y. per 
** ounce, and our guineas being to be purchased 
«* at 3/. 17^. lOirf., clearly demonstrates the 
" grounds of our fears, it being only necessary to 
" state these facts to the Chancellor of the Exr 



09 

** cheque?*/' Now those very facts ought to hav4 
led Mr. Pitt to suspect, that the drain upon the 
Bank) at that time, arose from some other ^ause 
than the loftns to the Emperor; for it has been 
already shewn how impassible it is, that the BnU 
Kon merchant should for any length of time con» 
tiaue the export of Bullion, without increasing 
the quantity abroad, and lowering its price so 
tiklich, that it w6uld no longer afford a profitable 
speculation. Mr. Fitt should have recollected^ 
that for the last twehty-ione years fixxm 1774i 
wh^n the refbrmatioti in the gold Coin took place, 
though the ot)t»/ia/^rf Exchange bet ween Hambpo* 
a»d London had frequently Uien so un&vbrable to 
L^don, as far to exceed the expenses of the 
tnubsit Qf Bvdlton, the quantity required for ex* 
port had been So easily supplied, either from th# 
spare Bullion, or from the export of the Coin, that 
the market pride of bullion l>ad never exceeded the 
mint price, except only for about six months, at 
the timq of the peace of Versailles, in the year 
1783; a^d then only by about 3^, 3i^. in 100/., 
not much more than 4th part. Now as during a 
gfeat p^rt of that period, the country was engaged 
in active warfare, which would cause, from the 
variations in the amount of the foreign expepdi* 
twe, occasional demands for large foreign pay** 

J t ■' ' ' ' I I ' I ' . I i . iii> ■■ I .III i.iai I ■ 

^ P. 152^ Secret Committee ofthe House of Lords, 17^. 
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menl;s> oAe would htcve expected^ that such ati tot- 
c^i¥e increase of the market price above the mint 
JiricC) as was asserted by the Bank Directors t& 
havcf taken place, amounting to ^Lks.Sld. per 
cerit. being forty*five times greater than any vari- 
ation that had occurred in the former war, would 
have led him to receive their remonstrances with 
(considerable suspicion. 

\U in addition to this, he had called to mind 
that the excess of the market price above the mint 
pricje, could be acccmnted for, and might have 
taken place, thdugh no loan ta the Emperor bad 
t^eb in a course of reniittance ; that the excess of 
the Ifharket price of Bullion overthe mint price had 
existed to a very great extent, attended witii a 
drain upon the Bank, prior to the year l*??*, wticn 
the gold currency was degraded below its standi 
ard weight; that the drain, under such circuni* 
stiinces, would have equally exis^d, though there 
had been no demand for the exportation of Bullion^ 
(as will be fully explained, in the Section upon the 
Nominal Exchange;) it seems unaccountable that 
he should so easily have yielded to the representa- 
tions of the Directors; and it is the more to be 
lamented, since the impressions he then received^ 
seem to have had considerable influence in pro^ 
ducing the fatal measure of permanent restriction 
on Bank payments, which began in the year 1797j 
only fourteen months after this period. 
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But assuming it to be the fact, that the foreign m^ 
penditure at thai period was greater than on any 
former occasion, and that the real cause of the drain 
was that assigned by the Bank Directors, still they 
had the means of prevention within their own 
power J for it will be shewn, in the next Section, 
on the nominal Exchange, that when the currency 
of a country consists partly of Paper, and partly of 
Coin, imdthat the former bears a large proportion 
to the latter, the Bank can at all times contract 
the issue of its notes> and produce a considera? 
ble diminution in the total amount 6f the currency, 
By this means the nominal prices of commodities^ 
and amongst the rest, that of Bullion, will be 
lowered. As soon, therefore, as a reduction has 
thus been effected in the price of Bullion below its 
mint price, the drain upon the Bank will at once be 
Mopped ; since it will no longer be the itUerest of 
the Bullion merchant to purchase gold at the miiit 
price, by exchanging notes at the Bank, when 
be can procure it at a cheaper rate in the market. 
The Bank Directors were so well aware of thi^ 
mode of counteracting the effects of a draiji upon 
them, that they had recourse to it at the very pe- 
riod of making their remonstrances ; and the marr 
ket price of Bullion, which had been 9s. 7d. per 
cent, below its mint price, in the beginning of thg 
year 1795, and which probably riiight never have 
been raised, had not the Bank, at this period, ex^ 
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tended its pagper from 1 1 to l$i tttiiUtm>'ww; hy 
the subseqiiept coatiaetipn of it lo iitv^Hotm^ 
argaiti reduced, before the niiddleof the year 17d6i 
to 9^- 7d. below th^ mitifc price. Uofortwaately 
too for the coixntvyf this s^me CQUQteractii^ pfiiM 
ciple wtis resorted; ^Q, ^beo the drain took pkc^ in 
the beginning of the year 17d7> arising^ ^t ffcpi 
)i demaiwl for IjHiUian for , the purpose of expQftf 
atiofif nc^r fro^ atn excels iti its mai^ket pric^ 
above the H^int price^ ndtiier of which e^if te4 
at the tin^e * ; bat solely from jthe alarm cfcca-? 
sloped by the fears of lavafiaQn }-*-a 4rain'tbat 
will always occur under similar circumstancesi ami 
wlijch will bo aggravated, r«^er thaii relieved/ ty 
a contifacti^ of paper. V ^ 

It should be catefuUy r6membeFed> thatthepro^ 
fit from thef export of BullioB in consequence of 
an un£»VQrab)e*rifd/ l&c^hang^^ 4oes not arif^ from 
Bullion isdUiaig for a higher price in th^ £^eign 
tliMi in the home market, nor from any scarcity of 
ButUon abroad , occasioning an eKtraordinary def- 
ined for it; but solely from tlie demaiid far 



* in ^flmkPj i797, tke eampnied Exchange het^ee(& HaifeWe' 
aoid Loadoxk ivbs.52. 4s, per cent, ia favour cf J^ndon^ and diu^ 
ing theyeax* rose to 13 per cent 5 it never being, at any, part of 
the yeat> less than 3^ . is. in fiivour of London. The market 
pfii^ of Bullion^ at thft same peiiod^ tv^as never j^ve itHtt>li(t 
frfee. 
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fbreiga h^, for die purpose tif^ai'dftfhg fbre^to- 
pb^ikieate^ being so ^retett^ thslt tlie pi^miufai ttjpoUf 
tkiekA.^xcieeis the 'oxpninfaes of the traiksit (If bul^ 
U^^ aiHl> eon9equentt5rv the tramit will take plistc^ 
9mA ^flfotd a profit to the exporter^ tto^gh th^ 
^^e of bidtidnl^ld preeiseijr the soii^ ab]h)fld as ll 
ibiatfaobie. 

Wlkto «iich at|uandt^ of buUion ll^ btetk h%pi^ 
ed as to raise its market ^ce above the inlKt pAbti 
Urn tna bmhg obtumitbte at the wint fvn^ Win b6 
enpAartedfai preference to balHori; hoi m ^iMii^e^ 
qwAd^ of kny deprematton in th^ ^Hit^ of ^tHe 
emtij ;for it *rill purditee' ttaef same ^fiiHitttjr # 
•cdiiarjr ^fodfici^ aftier tfte i^ bf thb ^[ttlcie of 
bullion as before; nor beeimm it U hbt« ftdiltilte 
abroadihkB^itYB^iere^ rdrit^HiiOtptirchad& ttiof^ 
m iAe foreign th^tr thelmo^e tfi^k^t; b«eittvill 
b^ exported, for this m^e* temAt thai «Kb \Ml\9M 
is etapbiteA^ to t^ke dd^kmiage df thfe fl^miMi <^ 
foteigh bitis, ahd ^11 i^ederiti though the j^rice 6t 
ballion be pre^eisely the ^rte iti %hii M^biftixieAt^t 
Hifcrket as the English teint price. 

Aftir wh*t has been stated, it will be safficient^ 
\y apparent^ iq[>on what a faUe foundation the 6ld 
hottoas .respecthig the advantage's of a fttvorabid 
balance of trade are bailt, and ho^ fiitile kJl kt-* 
tempts must be to procure and detain bullion, be- 
yond the quantity that is actually wanti^ Fof con- 
sumption. The transit of bullion fronb % high 6r 

E 
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Ipw real exchange is an unnatural f mnsU;, tiot 
arising from the v^ants of the country into which 
it flows, but depending solely on the profits which 
a temporary pressure for foreign payments afioirds' 
to the bullion merchants on the sale of foreign 
bills; and as soon as the causcf that has produced 
the temporary influx subsides, (an event that will 
sooner or later necessarily take place, by the im- 
port of such ordinary pK)duce as is wanted for the 
purposes of consumption, and increased enjoyment 
of the people,) the superfluous and unused quantity 
of; bullion , that has been accumulated, wifl flow 
b^-ck from the country where its abundance has 
rendered its real price low, *to those nations from 
which it had been unnaturally sent, and where its 
scarcity will have rendered its real price high. 

Much of the confusion that attends this quei^cm 
would have beai avoided, had the dealers in bills 
dt exchange, and the dealers in bullion, (that is, 
the persons who export or import bullion for the 
supply of consumers,) been two distinct classes of 
merchants. It would then have been seen that the 
profits of the dealer in bills of exchange flowed 
through very different channels frcwn those of the 
dealer in bullion. If at any ;time the course of 
exchange were such as to afford a profit to the 
bill merchant by the sale of foreign bills, he would 
export that bullion which had been imported for 
the use of the raamifacturer, and would continue 
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to ^port till it no longer afforded a profit. The 
bullion dealer would then begin to' re-^import, in^ 
eQiyiequa»)e of the difference of prices in the home 
and ^reign markets^, tbfe bullion that 4he biUl 
merchant had sent away, iu coaaequence (]^the 
high premium on fdreign biMs;. AlJfhMef !^ de-r 
rangement the bill merchants might occasion in 
the quantity of bullion that would be otherwise 
naturally distributed suiKmg^^ different eoutirtvm 
according to their wants, would be remedied by 
the operations of the bullion merchants, who 
would find their advantage in restoring the equili-^ 
brium that the bill merchants had destroyed. 

The dealer in b|^ of exchange would have 
employment, when there was the least difference 
between the prices of bullion in the home 9nd 
foreign market, and the rM exchange at the 
the greatest deviation from par. 

The bullion ilealer would be most engaged,' 
when there was the greatest difference in thes^ 
prices, and the real exchange at its least deviation 
firompar. 

Had tbis distinction been attended to by liji'd 
King^ he would never have entertained stfch fef ro- 
neous opinions respecting the exports of silver frorS 
this country to India, nor have considered theni 
as indications of an exchange constantly iu favor of 
England against the Continent ; for he Would have 
seen, that the export of bviUioii is not r^ulated 
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mevely.by l^e qpeoulafeiiMM; of tbe.dtaleiaii) biHi 
of exchange, but is efFeoted^ hhe that of any olihetf 
commodity, yrhen theare is siiaha dtfibfenof ifi its 
veal prices at any two plaees» as will a9|[>id a pro- 
fit on its tTMisit; an oocttiTFenee that wiK^ &eq[«^entl^ 
take plaee, even mUk a» ^u^hange at pan 
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QF TH5 NqWlNA;^ EXCH^JftQ^, 



The market price of a fpt^^gi^ biU h^fi limn 
stated to depend upon two f;^cpm9§tft9<^es:'^iicst# 
on the scarcity of bills ia the ipa^ke^ compared 
with the demand fpr themj anil s^^^milyj om the 
value of ^Ue coin or cmrrffK^J W whiob ^ey arf 
to be paid, compared with the value of tb^ cwu 
or ciirrency with which t)^ey ar^ |]K)4gbt, 

The first of these, as qonnected with thp real 
exchange, formefd the subject oif the forgoing 
Section; we shall now proceed *o e3^2U9aine thci 
i:iature and effects of the second, op which depend 
Jtl^e alterations of the nominal exchange ; and as 
4n treating of the real exchange we endeavoured t^ 



kfiep t^e sfiijec^ v distinot as possible from the 
question of the nominal exchange^ by supposing^ 
BO idteratioiE to tah^ place in tlieiraliie 0f the cur- 
reueieam the mspeetive counU^es ; soiu tracing the 
eflects of the fiMniml eMbaoige^ we shall rappese 
the state of the real exchange to fieinam vuMk&feA } 
W tJbfi>mntudl dealings and intorcoarse between the 
jiBiiom composing the great mercantile republic to 
h^ Meh» that the price of foreign bills is not ^ 
fected by any variation in their abundance of 
^careifey^ hut that the supply of them is constantly 
imflEboieilt to answer the reut demimd. 

In this case the vari^ions i|i their price can 
9iinse oti|jr fDomi ohaqg^ in the coi^parative value of 
the currfncies in which they are paid, and thos^ 
with which they are bought 

It wUl not be n^essary, therefi^re, to enter into 
any enqutry respecting those change:^ which have 
t^lifiB pia^e jSrom the discovery of the Americaii 
mines^ or which have arisen froin any cause that 
would ai^t all currenoies in an equal degree j 
since the object is not to compare th^ valu^ of 
•currencies now, with what they were at any for- 
mer period, but to estimate the local alterations 
that have taken pla^e in the onrreney of one 
country, without a correspoi^ding alt^ation in 
that of others. 

The currency of every n^'tion is subject to con- 
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iiiiVLdl fluctuatiaBs in ite. value/ principally firasn 
three circumstances. ,. 

Firsts An alteration in the quality andstandani 
jjurity of the mi^tal of whioh the coin b formed 

Secondly, An iteration lA the quantity of the 
tiietal contained in coin of the same denomination. ^ 

Thirdly, An alteration in the total amount of 
the currency of a country, withoiita correspoiid- 
ing alteratidh in^ the cdmnoodtties to he curcnlated 
by it • ^ 

The first of these is now seldom resorted to in 
a civilized country, even under the most pressing 
liiecessities of the government. - 

The second has been frequently adopted by 
|>rinces and sovereign states, who through a-miB* 
taken policy have inxagined. that they derived a 
benefit from diminishing the quantity of metal 
jcontained in their coins. The English pound cwi- 
tained, in the time of Edward the First, a pound 
of silver. The French livre contained a pound 
weight of silver, in the time of Charlemagne. '. Tlie 
English pound contains, at present, only one 
third, and the French one 66th part of their ori^ 
ginal value*; but I believe, except in Turkey, 
there is no instance of this practice being counter- 
nanced by any of the modern governments. The 



* Smith*« Wealth of Nations, vol, i. j>.39. 



wietelUc currencies, however, ofmostBations^even 
where the governments have been .desirous ofmain^ 
tc^niog th^oi in a^ state of the utmost possible per^ 
fect^n> have been much diminished in V2llue by 
being worn from use, and dipt or otherwise de* 
graced by the illicit practices of the people* To 
avoid -the confusion tha^ would follow from the 
constant fluctuations in the value of currencies, 
merchants have adopted a mode by which they en- 
deavour to estimate the extent of these fluotua^ 
tions; apd for this purpoae, have ascertained with 
tolerable accuracy, in what Quantities of coin of 
the mint standard in different countries, an equal 
weight of gold or silver of the same standard 6n§^ 
nesst is contained. Thus.it has been determined^ 
that a pound sterling of the English mint contains 
the same weight of silver, of a certain fineness, as 
S3 schillings 8 grotes * pf the Hambro' banco* 



* From the evidence before the Secret Committee of the 
House of 1 ords, in the year 1797, it appears that there is a difr 
ference in the mode of estimating the par of Exchange with 
Hambro' j the house of Goldsmid considering 33. 8. and Mr. 
Boyd*s 34. 8. as the par of Exchange. The diflei'ence seems to 
have arisen, from the former estimating the par acconiing tO 
the standard of Hambro* banco money j the latter, according to 
the actual currency of Hambro* which appears to be more than 
8 percent, below the standard of the banco money. Upon this 
supposition there is less difficulty in reconciling the appai-ent 
contradiction, that 3 schillings above the par, has the sam^ 



40 

maneji a»i^in 8]|)reakmg of the exchange \^ich 
Hainbh>'> 33. S. is ih the technical langUa^ ^f 
merchaihte said to be the par of exchaiige. In 
the saibe maimer liie par of exchange wilhFrahce 
is fixed at 24, because ^ iivres of the mint stseMd^ 
wfd of f*rance contain the same weight of sUVei*, oC 
a certain finentos, as the pound sterling ^ the 
EngUA mint. 

By kheans of this rale, the merchdnts tf[ one 
comrtr^ would never be at a loss to l»tiittlate whal 
^tiantity of their own money w6i^ bi equivatent 
to a specific sutn of foreign monef, so fi^ i^ i^-^ 
|[arded the weight of metal, provided the c^tis of 
Uie trdspeetive countries contained the due tvie^gfat 
df their te!»pective mints. But ih some cotmntea 
the coins are morfe, in others less worn, and cBplor 
otherwise degraded below the mint standard. When 
these alterations have ts^n place, it would be ne- 
cessary either to establish a new par of exchange. 



cflfect, oneway, upon the transit of gold, that 4 grotes below 
par has the other ; a fact that was stated by Mr. Goldsmid's 
partner, but which he was unable satisfectorily to explain. 

If the Hambro* currency were so much degraded below the 
banco money, that 35 schillings 4 grotes currency were worth 
no mote than 83 schillings 8 grotes banco money, there would 
be binominal Exchange of 1 schilling 8 grotes against riambro', 
for every pound sterling j and if the par is estimated at 33. 8J 
4 grotes below that sum, and 3 schillings above it, would be 
equally distant from the real par of 3S schillings 4 grotes. 
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to guide iperchants iu their money transactions, 
OFj as is n^QW the general usage, not to alter the 
par of exchange, but to mark the fluctuation of 
the currency, by considering it as so much above 
or below the established par. In King William*^ 
time, before the reformation of the silver coin, 
(silver being then the metal in which the payments 
of the country were legally made,) the current coin 
was rather more thap 25 per cent, below its stand- 
ard value. The established par, hpwever. Was not 
altered, but the ex;chauge was said to be 25 per 
jcent. against England *. Before the reformation 
X)f pur gold coin in 1774, the guinea contained so 
much less than its standard weight, that it was de- 
g^adpd 2 or 3 per cent, when compared with the 
.French coin at the same period • and the exchange 
between England and France was then computed 
-to be 2 or 3 per cent, against this country ;— -upon 
the reformation of the gold coin, the exchange 
rose to par. The Turkish government, in the 
course of the kst forty years, has made three great 
alterations in its coin. Before these frauds were 
€0?mRitted, the Turkish piastre contained nearly 
as niuc^ silver as the English half crown 3 and in 
^ e^cha^ge, 4:he par was*. estimated at 8 piastres to 
the pound sterling. The conse<juence of these 

* Smith's Wealth of Nations, vol. ii. p. ^16. 



repeated adulterations has l)een, the reduction of 
the silver in the piastre to one half, and a fall in the ' 
exchange of 100 per cent., bills on London hav- 
ing been bought in Turkey, in 1803, at the rate of 
16 piastres for every pound sterling*. Now though 
it is not absolutely conclusive, that these alterations 
in the computed exchange were entirely owing to the 
fluctuations in the value of coin, because the real 
exchange at the time might not be constant ; yet 
the correspondence of the difference of exchange, 
with the acknowledged degradation of th6 coin, 
renders it more than probable, that the fall of th6 
computed exchange arose from an alteration in the 
nomijial exchange only. 

It is unnecessary to enter further into the detail 
of the consequences that arise from the degrada- 
tion of the coin below its miiit standard. As soon 
as that degradation (which never can remain long 
concealed) is discovered, the inconveniencies that 
would otherwise attend the commercial intercourse 
are obviated by a corresponding alteration in thte 
computed exchange ; and though during the con- 
tinuance of the degradation, the nomhial exchange 
will remain permanently unfavorable to the coun- 
try in which it prevails, it will be immediatelyre- ' 
stored to par, by a reformation of the circulating 



* Foster, on Coxnxaercial Exchange, p. 93. 
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medium. We will therefore, in the remaining 
part of this enquiry into the nature and effects of 
the nominal exchange, suppose, that the curren- 
cies are not degraded below their mint standards, 
and confine our observations to the third cause, 
which has been stated to affect tlie value of curren- 
cies, viz. the ratio, which the total amount of the 
currency in one country bears to the commodities 
to be circulated by it, coniparod with the ratio that 
the currencies of other countries bear to the com- 
modities which they are respectively employed to 
circulate. It is the fluctuation from this cause, 
which at pre§ient principally affects the nominal 
exchange. 

Had the currencies of commercial states been con- 
fined to the precious metals only, it is scarcely 
possible that any increase of currency, more than 
was demanded by the wants of increasing wealth, 
could have taken place in countries that had no 
mines of their own. As th^ metals of which the 
coin was . composed must have been purchased at 
their value, no possible motive can be conceived, 
that would induce the holder of bullion to convert 
it into coin, unless there was a real demand for it. 
The circulating medium of modern times no longer 
consists of the metals only, almost all nations Ijav- 
ing adopted, on a greater or less scale, the use of 
paper currency, issued, generally, under the sanc- 
tion of government, by corporate bodies or baijiksj^ 



who are responsible fot the payment of it in specte 
6n demand. As the ptofits ctf these corporate 
bodies or bants are in proportion to the quantity 
of the paper they can permanently keep in circu- 
llsition, there cati be no doubt, that every effort 
consistent with prudence, will be made to aug- 
ment that quail tity. But it is impossible that such 
an increase can take plade in the quantity of any 
coimriodity that is given in exchange for others, 
whose quantity is not augmented in the same pro- 
portion, without affecting their <jomparative value. 
If the currency of a country is ihcreased, while 
the commodities to be circulated by it remain the 
same, thje currency will be diminished in value 
with respect to the commodities, and it will re- 
quire a larger proportion of the former to pXiVcbase 
a given quantity of the latter ; or, in other words, 
prices will rise. If we were in the habit of consi- 
dering money as purchased by commodities, instead 
of commodities being purchaised by money, the 
diminution in the value of moiiey from its abund- 
ance, would be immediately apparent. " Mr. 
" Thornton admits, in the most explicit manner, 
** that if the quantity of circulating medium is 
" permanently augmented, without a correj^poncT- 
" ins: auscmentation of internal trade, a rise wiH 
" unavoidably take place in the price of ex- 
*' changeable articles. Indeed this is a principle 
*^ upon which all the writers on Commerce, both 
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*^ practical and speculative, are agreed : they hare 
**^ thought it so undeniable as to require no par- 
'* ticular illustration, and have rather assumed 
*^ it as an obvious truth, than as a proposition 
*' that depended on inference. Upon this idea is- 
" founded Mr. Hume's well-known argument 
" against banks, and it is equally implied in Dr, 
*' Smith's confutation of that objection j it fot-ms 
*'^ the foutrdation of those presumptions from whiA 
** Mr. Boyd has lately inferred an improper in- 
" crease of Bank of England paper; and it is im^ 
" plicitly admitted, likennse, by Mr, Thornton, 
** one great object of whose book is to persuade f?he 
^ public that there has been no such increase*.*^ 
Without . entering, therefore, into an unnecessary 
argument, I shall, for thie present, assume as 
stdmitted, that tlie increase of currency, while the 
commodities to be circulated refaiain the same, 
will be attended with ah increase of nominal 
prices, and a correspondent depreciation in t^ie 
value of money. 

Now it is inipossible, when the currency of a' 
country has been thus depreciated, that the same 
amount of it should purchase the same sum of 
foreign money as before its depreciation. - A 
foreign bill, or an order for payment of a 



* Edinb. Review, v.i. p. IJS. 
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given sum of foreign money abroad, will not be 
sold, unless for such an increased amount of the 
depreciated currency, as will counterbalance the 
dimunition of its value. Foreign bilk will, there- 
fpre, bear a premium, in proportion to the depre- 
ciation. 

In the same manner a bill on the country where 
the currency is depreciated will be bought abroad, 
where money retains its value, for a itiuch less 
nominal sum than the amount for which it is 
drawn 3 or, in other words, will be at a discount. 
Suppose, for instance, that the coins being in the 
utmost state of perfection in England and France, 
and the real exchange at par, the augmentation 
of the total amount of the currency in England 
Ivere such as to raise prices here, to double their 
former amount, it would require, in that case, 
twice the sum to purchase the same commodity in 
England that would be required in France. The 
same nominal sum would, therefore, be only of 
half the value : — 24 livres in France would pur- 
chasie an order for the payment of 2/. sterling in 
England, and the nominal exchange, would be 
100 per cent against England. 

An augmentation of currency that aifec^s prices, 
cannot take place without a corresponding altera- 
tion in the nominal exchange. Merchants, from 
Ihe average sale of the produce which ihey re- 
ceive aiid remit, and from the uninterrupted cor- 
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respondence which they hold with each other, ex> 
pressly for the communication of the prices cur* 
rent, have not much difficulty in distinguishing 
those fluctuations which are owing to the partial 
abundance or scarcity of a few articles, from that 
general increase of price which denotes a depreci* 
ation of currency ;-*-or should they, from want of 
experience, be tempted to engage in commercial 
speculations, from a difference of prices not de- 
pending upon the real demand, but arising merely 
from an over-issue or contraction of curreucy, the 
loss upon their returns would infallibly teach them 
more caution in future. 

After the par of exchange, therefore, has been 
established, an alteration in the value of cumwicy, 
"whether it arises from a debasement of the coin be» 
low its standard, a diminution of weight below tb<& 
mint regulation, or depreciation of its value from 
relative over-issue, will alike affect the price of a 
foreign bill, and be made evident by ari unfavor-r 
able nominal exchange. 

It now remains to trace the operation of the 
nomma/ exchange on the several exports and im^ 
ports of the country. 

When foreign bills bear a premium from an un- 
favorable nominal exchange, it appears advan^ 
* tageous, upon a superficial view of the sul^ect, to 
export produce, in consequence of the profit arifr- 
ing from the sale of the billy which the merchant 
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i¥^ld be,autbori$e4 ^<> draw uppa his c<Mrrespond^iit 
abroad* But a very little consid€rati<>n will shew 
that there is, in this respect a striking difference 
between the rea/ and the mpiinal exchange. . 
^ It is true that the merchant, will obtain a pre-* 
mi \im up^n his bill, but it is this preminm wl^ich 
l^oae enables him to export. The same cause 
that has given rise to this premium^ has increase4 
thie iwminal pricey of the articles, which he buyR, 
for th^ purpose of exportation, in. the home marr 
l^ejt; wh^teve^ lie. gains upon the biU> he .loses i^ 
lihq pHrcl^se of Uis g<M>ds. The merchant, l^^re^^ 
fore, rnust calculate what is the difference at bpinp 
ji43kdiabrpadi in th^ real prices of commodities, by 
wbich I mean, the prices at which those commo- 
•dities would .t^\boughjb and sold, if no deprecia- 
tion of curremcy existed. If tho^e prices are 
)mchs as to. admit of a profit^ the merchant 
will ^xmtimie to export, whether the . nominal ex- 
t;^9iige be feyorable or, unfavorable i— that cir- 
cumstance can make no . difference . whatever \\\ 
his tmnsaiCtions. 

...Sai^ose, for inrtaace, the currencies of Han^- 
bro' and London being in their due proportions, 
and therefore the ww/nti/ exchange a* par, that 
BQgar, which from its abundance in London sold ait 
^0/. per hogshead^ from its scarcity at Hambro* 
wsdd.aell <afc lOOi Tiie merohant, in this case* 
woutd immediately export*. Vpito the.^ale of his 
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^mgM^. be vwild;.dra^r ^ hil^ xgfon his cpfre- 
ffw^iett^. a}^Q^. Jt^ 10Q/« iP^hip^ be co^d. ,^ 
oiMi^ 90iMwt iplo oabIh Iq^ ^f^Uq| it in tbe bi|k 
MMrlcat ^t W«l^ ^4f ^yipg i^um tbis^ tjpgwactioQ 

^0 {mM4^ or %bfuiud#n$je of #u^r ia JfOfi^ott 
jiiid^%9ibya\ iu|d '«ha^ tbe suae ^aMf^^ 
^«i^ ti^ tete ylftces j«ft«r the iBurcettcy in £l%gr 
Jbnd bftd bacon i$^ im««b foi(w«^s0dl 4ba|^. 4bf^ 

minal exchange 100 per cent, in £a^roxi£itfMl^kll9h' 
T^ M%^Qi4 ^ mei^ w«MiUl lb^ .^efiit ^190/. 
Mmimg^ mp^wmtl^i n^ uro^t wbdttf v^ ta tHehisir 

^biMAW^tfliik bew.«i pf^iiiiimiQf IRK)/, ptr oint. iie 
^mU^ MmbVi m Ab^.£i^b jtfmkeiibr «QQI. 
.ac^ihis'tfiiijie « |mAt ^m Ite ^nMMPtiofi 

.drtimated ihimdi^GC8le<l.imrrQ!P^y:i dei hiKrt iii ft 
txiti in the liMniier iO0thBm^lie jesqptoiMsr of #i|gH 
insurance, commissioii^ Ai(r ^^ , . 

1,1 .iM m >' . 1 1 I II 1 1 1 il^i ' nun I ^tiii^iiy I I ^ II !!■ ' _ i ii ii » *iw ^W* 

.ipecwttM ofiOMrciirtBwgF.. 
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' Tfte case woiuM be precisely smiHar,* vrnfath 
"niutandii, with tlie importing merfehant. The tfti* 
favorable w^m/wi/ exchange wotild appear to 0<5<^a* 
sion a loss amounting to liie piteihitim on iaTore^ 
bin, which hetniwt jgive in order to pay his cor* 
respondent abroad. Buk if the difference of real 
prices ill the-home and foi«ei^^ markets wef#e sack 
as to adhlit of a profit upon th6 iiftportation of 
tmidneey ihfe metchaht woild continue to import, 
mtwithstibnding tlie pr^RiMin; for tbatwduldbe 
Tefmid to kirn in the adtancsd nominal price at 
which the imp<)rted produce would be s<dd in the 
JM>me market. 

• Suppose, ^r instance, the currencies of Htmbro' 
and London being in their due proportions, and 
i^t^foiie the nominal exchange at par, that linen 
'^hich can b6 bought at Hambro' for 50/. wiU-sdl 
here at 100/.- The importer imm^adiailely ordens 
his corpespoadent abroad to send the linen, Sir the 
jpaymmt of ^hich he purchfises at tHH. a foraga 
•bill in>the Ettj^b market, andbii the ^ate »f the 
.consignment for 100/. he will derire. ^ profit 
taiiaionhtiitg to tfag difference brtweea SXiL and die 
expenses attending the impoiti > , . 

Now, suppose the same transaction to take place, 
without any alteration in the scarcity or abund- 
ance of linen ^ Hambro' and London, but that 
-th^ ctfrreilcy^ of £n^nd has been ^so augmented^ 
as iio be depreciated to half its v^lue. The no- 
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minaif^chu^ge mil then be 100, pcx cent agairat 
Ei^glatid, and. the importer will notJ>e able to 
purchase a SQL foreign. bill for les& than 100/. B^i 
as the prices of commoclities here will have rijen 
i^ the same proportion as the money has been de- 
preciated^ he will sell his linen to. the English 
consumer for 200/. and will, as 5. before, derive a 
profit amounting to the dlfr(^r<pnce between 100/. 
(lepreciated money,, or 50/. estimated jn. undepre- 
ciated money, andtbe expenses attending thcf 
import.^ . . ■ . .. ^ / , ' / ; ._, .: | ; V |- 
The same instances might t>e put in the cas^ of 
a ^orable exchange ; and it would Ipe seen in the 
saQie manner, that nammal prices and the nom/noi^ 
j»3(chang,e being alike dependent upon the depr^ 
i^is^tiun of currencyt whatever apparent advantage 
^Viight be derived from the former, would be coii^ir 
tecbalaii^ed hyr a loss ,on the lailter^ and vice 
vetfsd. :^ .,'..' ^ ' 

, Mqt the very same reasons that the nominal ex- 
chM^ger produces no alteration in the imports qr 
the exports of ordinary produce, it can have no 
"uflfect on the export or import of bullion. Nothing 
can be nK>re evident^ than that buUion- mm%, be 
subject to.the same rariationjn iti. prices from an 
alteration in the value of currency as any oth^r 
comndodity. If the value of currency is dimi- 
nished, the prices of all commodities must advanpie. 
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and £hMbf buM<n| among <&crcst'*y flow th^fitr 
tne^^prpfitof tfte merchant, from the e*p6rt o^ 
Kultjoh, to ^rise? Is* it pot evident that upon Uti* 
unfavorable nominal exchange, whatever premitiitt 
lie ipciay gain upon hi§ bill, as much wiH be lost itf 
fiie'idyanceij price which he must pay for thc^ 
^ullipn ?— Yei. all writiers upon the subject of pcifi- 
<ical*95conomy,^ Ih^t'I have met with, seem to be 
pqr^a4ed,"tliai wrien the ral^e of exchangje h^ 
devijfted from par '^Beyond the ei^etises of th^ 
transit ofbuUiorf, b^ulliop will imm^ lately p^s; 
ai)d the error , lias' arisen, from hot sufficiently 3iis- 
jtihg'uisning ^e effects pf a fecdy aiid a nominal ex- 
change. This false opinion seems to have t>eeii 
sirorigly impressed upon Jill the merchants and Baiik 
I>irector3 who were ejxainined before the 'Secret 
Qompiittee of tl^fe Houses of ^^ords arid' ComitooiiS, 
in the year t7d7; iibr does MK Pitt liiiiiikelf ^p- 
peaf to have been exempt from its influence. ' Mf. 
Bosanquet expressly declares his'cypiiiion " thkt the 
'^ favorable state of the exchsinge afforded a'|>ro^ 

''^^SulHoii is n commodity, and tmOfcing baft <i c^mmHiitj, 
^ andkites^ttnsiOallieniiiepriiidpk M all oflwn#ii»" 

'' cheap; and chea^ jn proportif^ ^ the circula|!tiiig medium 
'' is rendered 'dear;*™(Thortitoii, *a^ Credil> p. 202.) 



^mtnt «t ^fmk,'\^.»SL Com. H. u£ harO^^ !» 
pMiiau) NW k i6JlblallItei^tfl^Mcm 
«xc^sg6, arifibig Ifpn «hppjm»aitiii» of <miw]i6|l^ 
oMlidkye^af eftfft iftjpaD'|tl)e fopHftar i3ai90idb[<«| 
kmilKML: Fjt>r ^ppoaiif^ tilie ntmmii ^eTOtomy ^ 
pw^ and.tlu^rnMi pniees ^ l»uttiQii,iii liM^di^fMl 

Imd hq iniDiAMto/^ximil J>ii^ ^nl 4dlla4 ft»4kif» 

iMiof the«spMsos :o£tgaiMtv Si^yilMi^4lf^ 

Sngje^ be.augflnMitail «^^liMt til^;ii4c^/Q|'€{^flir 
«iodituMiaiatttsie 4i per cMlr. ani b«ri^»<9f .^^Mlf 

4iiiiJ<fai^ JdMt Ji^ 6^11 4»£(^e mi$r Imo^ Iom^t ^ 
#rMuniti9f After Q««tv^oipi l»j^ bjU» wlifQ:b)D 

i i p» i4 tey tilNT 4«^^it<Nm ««rt^ guiiiit. fc^ the 

the expenses attending the transit, in the same 
manner as when the nominal eicchaoge is at par ? 

liKit^ wmkh Wm advan-! 
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tiige dmved from the impiMrt of 4>ilUkm if the n<^ 
ffiinal exchange were favorable. Sjuppose it were 
4 ^percent, in fav<»r of this, country j— it is evi^nt 
that money here would be 4 per cent, more valu^ 
able than at Hambro'; prices, therefore, wmild be 
4 per cent, lower, and foreign bills in the Eng^^ 
tnjEirket would be at 4 per cent, dtscomit Under 
those circum^^mces, if foreign bills were put^ 
tMsed to be invested in bidlion at Kambro*, and 
the bullion were sent here, wotdd it not be sold in 
th6 English market at 4 per caftt. less than was 
givferifor it at Haiiabro*? thtis destroying every 
^vantage derived frooti the Viomm^/ exchange^ aiid 
tJttbjecting the importer to the same Joss, as in 
the former instances. Isit'theti to be wondered 
ai, that with such opinions as the Bank Directors 
4i^m to have enlertaitied, they should be so totally 
at a loss to reconcilethe facts with their false theory 
respecting the export and import of bullion? Dotf^ 
ing the course of the year 1796, for eleven mentis 
previous to the Baiik restriction, the exchange hn^ 
been, with only two exeeptionSf favorable ; and at the 
end of February 1797* was so high as considerably 
to exceed the expenses of the transit of bullion ; yet 
VhenMr. Raikes,on the 13th March, was examined 
before the Secret Gommitteeof the Honseof CoK- 



* Secret Coimii^diee of tbe ^cmseiof Ck)nnion5« p. tt 



heacknowl^ged, that tiieasiRiet kad b^ 
Uflmt by tiie Bsink to jirociire a supply of buUton, 
but >i¥tthoixt efiept> luiut oottld not be iinported 
isxeept at a coiHtid^caUe loss. On the 14th. 
Mr. Bosanquet stated to the san^ Committee, 
l^t the influx of buiJion is oocmoned. by a 
fiitvorable exchange; that the exchange had not 
been iinfa¥i)rable for many months ;. : and, when 
asked whether the importation had be^ such 
ad it ought to have been, considering the state 
4^ the exchtege, rallied *9 '^ I am not able « 
^^ to answer these kind of qn^tions/' The fact 
.is>tbl^t the nommal exchange ibight for yenrs con^ 
,ti]iue in fftyour 6f a coi^iltt^y, and mtt cjmse a 
single outioe of bttUion tp fk>w into it, or haveatiy 
^eet upon tlie general state <^ exports a^nd im^ 
pOrls^ which wQuld pv(<ce^ in t^ir \i»wi cmirsi?, 
regulated only by the .wa&tf of ctosiimers, a)t)i4 
*he siijpp^y^^comftiojKttes t» 
; Jt. is in yaiii th^^t^ to look for my femedf fiDir 
im h^fh nombtal exohangefrom any alteration in^fae 



• * Secret Onamiltecf of Uie Hotted of d^tximoi»/p. 98. 
'* f It isaot t^ be infekted; that bepavue tijie imim^l eifcha^pe 
, )^ no ^^ept pn )the gener^d exports ^nA Imports, Xhj^X ^i^ore 
tJt)Le .couatr^ su9t9jina qo injury ; the cuontmiy of which will her 
■Ae^fifi, in treating of the foreign expenditure of ^venunei^t, 
^H|d the unequal pressure that tte depve^^Mioji^pccfls^^ p/i (jl^e 
4Uil||i^daue«drtbaiya&siii«it/, .^ * 



Umm a degrUtd tstaieitf ttencoiot. k wbn"daam^ 

#(}4l theitugitfentalNfei «h i BO«fci w rt » n»ofaKmfefi 
Has W8tap>ito»<tf <lwr Kuatectey 4»ia ilay pwpirtrtA 
%ith the eommoditks (to- K» icIbcuImmI. b^ % ^*ii 

tevidiflk.n«iifenrthiirdr«tDfiiiiQfai«f«h»tnirra[i^ 
to its tef«l i» ^(MMi, JiKwM m*vr. te yfbpitt «• 



iki atticcAHitries'thi^ inSgtt of< )iMKtw«oMMii«i 
is^ckMno^Ml %}bir. ^At.^il)«» lkgli4i «Mat,« 

•«r3i Ii7x; l«lit- j^-MftciK Tidf JbMtil' to* te 
4w«ifaifcfnteaef gold w-Bniif indy tt^ilM ^udttiiip^ 

bullion. An ounce oi fi»)^ lii««ibl%, :^ |Mrf -i«i 
it irnttlMMl IntiM «lM^iof tiNlftt (9aif M*cir4«^W4rth 

that form, it cannot be legally tendered in pajr- 

ment lor more than that sum. , As soon THerelore 

as «a m^r-mm flf mutvuncyimet niimi\imi(»r'n:es 

1ift» t)9umt» iMeB, mAd «ita£-«r biilticM iMm% the 

"jheaff, flier tviSght of gcml <*drttained in dmy s^ilPcWc 

'!;|uantity pf corn* will sell for a higher n&mnol va-. 

. iue in buUion, >ban ic will pass for in the.£ij«in ,4^f 

cotnj or, as it is usually, hm pi— c«lj'liw««<dc»iylri<ir 
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o^b«iikm:Muir exoei^ the :hiintprrce, and Uiere 
wiilheaprofit -attekidiag.the conversion df coin 
into bullion proportionate tothe^ differmce of the 
nemmcd^ilne. AccoFdingly, the conversion im- 
mediately takes place, requiring very little greater 
excess of the market * price above the mint prie^ 
than will pay for the fire that is to. melt the coin. 
The operation is se sknples aiid. requires so .little 
apparatus; thait it may be perforn^ed i?nth the ut- 
most secresy, and no penalties of the'law, or vi- 
gilance nf the officers x>f. the. Mint or Bank, liai^ 
evser been £ausid adequate to its. prevention. . 

To. aipconnt rfiir this^ Itkerc; is .no necessity for : 
su^pDsit^ a 4eniaflLd' for, bullion abrmd. It is. the 
cobvenion, that prevents the currency fr6m. ever 
^seceedlin^ tbe doe proportion that.is wanted for 
^ihe purposes of cirouTs^ion : for it can^ neven ex- 
ceed [that proportion^ without augmentingrlhe ^10^ 
mi»a/priceof^buUion, and affording, as long as 
there is a supei^uous quantity^ aprofit to thfe 
• inciter.'--'^ ^ ' v : ' . :, .; .;.».'-: 

It is true that the same conversion may take 



* Thi^ reader will apply the prc^r limitatioa to this general 
assertion, which is not meant to convey the idea that the eflfect 
mJii be instantaneous, or that it may not be counteracted by other 
causes, but that the over-issue of currency will have this, tend- 
ency, a^d that ultimately- the -nominal price of bullion will be 
rai^ aboye tts^aatural price, in proportion to the over-issue. 

H 



pUce, bjr eacportitig the coift to any fiweign cotin** 
try, where it will b^ estimated according to its 
weight in bullion, and pass for its intrinsic value } 
and {HTQbafoly this circumstance has led so many 
writers to assign the capability of the transit of 
coin, as the reason why currency convertible into 
coin can never be depreciated by excess. But it 
k evident that, of the two modes of conversion, 
thatbiy melting will be preferred, since it will be 
unattended by any expenses of transit. If t\m 
vtaxket price of bullion in London were 4 per oat 
above its mint price, in consequenoe of the depre* 
eiation of currency, while 9t Hambro' there was 
no depreeiatiiHi whatevei*, 100 guineas conveyed 
to the latter place would ptu'chase the same value 
in commodities that 104 guineas would do in Ijxh- 
don; but as the expense of sending them would 
emount to 3 per cent ^, there would be a profit 
to the exporter of one guinea oidy ; whereas the 
100 guineas, melted in London, would immed]^ 
ately sell in the market for 109/* 4^., leaving a 
dear profit of four guineas by thenopcnration. It 
is absurd, then, to suppose thai any man would 
expose himself to the penalties of the law, by ex- 
porting coin for a profit of 1 per cent., when wJth- 



* The exp^nse^ as stated by Mr. Biiason^ is 3/. 12s. lid per 
cent..*— Evidence iSecretComttiittee House bf Lords^ 1797, p. 9S. 
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SHU; Sttbjeetii^ himself to s^er^r pej^ltkB, he 
migibt^ b^ melting it, iseeure a profit of 4 per cent. 
It is the melting, therefore, ii| consequence of 
the high fnarket price at home, and not the f^^port 
in ooQsequence of a high nominal exebange, that 
will cause thedisappearsuKe of the coin. It is 
triie> Ihat after the meltmg has pii9eee(led for 
some length of time, (unless indeed the m^ted 
(HHtt be purdiased for the purpose of being re- 
Qoioiid,;) thtfre will be a gradual accumulation of 
boUioii b63rl>ad what may be wanted for consump- 
tkm; and this abvndabce tnfty rendea: the <mhb- 
moditjT so jcheap, that the btdlion merchant may 
find his advantage in exporting it, ifr consequence 
of the 'diflkitesute of the fM/ prices m tlie home 
and foreign markets. But this exportation is the 
effect of the meltuig, and not the cause of it. It 
}S not a demand. for the exportation of bullion that 
has caused the melting of the coin ; but the com 
being melted, to t^ke advantage of the high^^to* 
• mtndt price of bullion, has lowered its real price so 
much, "as to afford a profit upon its exportation. 
It is by no means necessary, however, that the 
bullion produced by the melting should be %i^ 
ported, since there may be a greater demand fi^r 
bulliohat home, for the purposes of manufacture^ 
than there is abroad. The melter will always de- 
rive his profit by selling the melted coin at the 
high market price, which the buIUon m&^mitc 
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will be equally ready to give, whether he sell to 
the home manufacturer, or the foreign — whether, 
at the time, he be effecting the import or the ex- 
port of bullion. 

A want of attention to this distinction, so es- 
sentially necessary towards a just conception of the 
principle, which regulates the quantity of cur- 
rency and the increase of prices, has led to some 
very erroneous opiniotis respecting what is called 
the universal level of currency : for it has been 
maintained by many writers upon political eco- 
nomy, and implied by almost all, that specie 
leaves the country where it is depreciated incon- 
sequence of the inferiority of its value to the cur- 
rency of other countries * ; tliat if the currencies of 



* This error pervades Mr. Wheatley's Work on tlje Theory of 
Money and Principles of Commerce. He was vreU aware of the 
fact, that specie is frequently exported in consequence of an'un- 
IkTomble exchange ^ but as he dc^s pot admit of any alteration 
in the exchange, from the ajbundance orscardty of foreign bills^ 
(which is the real cause c^ the export pf specie, when it does 
take place,) he attributed theefiect, to the difference in the va- 
lue of currencies ; and thence inferred, that the export of coin 
was the remedy for its depreciation—- a principle, that leads at 
once jtQ the conclusion, that prices might be iiide^teiy aug- 
Tfn^t^, if the currencies of all na^ns w^re prppoftioa^lly 
increased. 

Mrr B%ca^ and Mr. Mushet have fallen into tjie ^ame error, 
respectfaag the export of specie, and do ixot seem to be aware, . 
that the alteratipn in prices, from over-issue or contraction of 
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other iiations were depreciated in an equal pro's 
portion, there would be no advantage attending 
the export; and that upon the supposition of the 
currency being proportionally increased through^ 
out the world, prices might be universally and in^ 
definitely augmented; whereas the export has no 
relation whatever to the value of currencies inothe? 
countries, but arises entirely from the relative va^' 
lue<:^fgold ill the £6rm of coin, and in the fonn of 
buHion., 

The coin of this country, when sent abroad t 
passes only for its intrinsic value, according to its 
weight, ^nd it will not be sent abroad from an nn^ 
favorable nofninal exchange, unless its value in 
the shape, of bullion is greater than its value in the 
form of cqin. But the v^ value of bullion on thQ 
Contina^it is no more, affected by the depreciation, 
of the jBurrency thefce, than it is here. If th^ be 
a profit upon the axport of coin from this country; 
at a time when the currency is d^prediated; herp, 
^d is not depreciated upon.jbhe. Continent, ther^ 
would be the same profit, if the curre}:^py of tbe> 
Continent were depreciated also -, for the ip^rk^J 



currency, has no efiect upon the ex|>orts si^d imports of ordi- 
nary produce 5 since they uniformly describe commodities -aai 
flowing from ^ nominally cheap, to the nominally dear n^v-' 
ket, without adverting to the counteracting efects of the no^ 
^iinol exchange. , ^ 
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price of boUioii^ at ivhtch our exported coin wo^d 
then be sold abroad, would be so much higjbenr in 
proportion to tlie depreciation of thefore^ cur- 
rencj. Suppose that the curreMy at London and 
Hambro' being in theit due proportiom, and the 
nominal exchange at par, the real price of bullion 
corresponds in both pkdes with tte Eoglfsh i6iM 
price. Leit the currency at London fo^ depveciateil 
by over-issue 4 percent j the market price of bt^ 
lion at London would then exceed the mint pv^ 
4 per cent, and the nominal exchange would-be 
mifavonU>b to the same amdont. Under those 
circumstances, a merdumt e^orting lOO/Zs Wottll 
of specie to Hambro', and drawing a biH upon fais 
correspondent, would gain 1 per cent, by tfe 
transaction: for the specie, on its arrival at Ham- 
bro' where the itf arkiet price of baffion, acdordihg t^ 
Ate hypothesis, corresponds with the Efigiish mint 
prite, vfotM sett ifn the bullion market for 100/. 
The English merchant wotdd therefore draw for 
100/. ; and, foreign bilk bearing a premium, would 
sell his bill in the English bill market for 104/., 
W^iich^ after deducting 3 per cent, for the expenses 
of transit, would leave him a profit of 1/. percent* 
Now suppose the currency at Hambro' to be also 
depreciated to the amount of 4 per cent. ; the no- 
minal ei^change will then be at par, but the market 
-^rice of. buUkm at Hambeo* will exceed the Eng- 
lish mint price 4 per cent. The lOO/.'s worth of 
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specie will sett 9^ Hiimbfq* for IQM i Um mm^ 
cb^nt will there£[>re draw upon bis corres^poackrat 
^r 104/., a»d the excbaftge bseijag ^t par, witt 
procqre 104/. for his bill in tb0 English bill market ^ 
and deducting 3 per c^nt for the ejcpeiwes ^ 
tranait, be will obJtain a profit of 1/. p^ cetot m 
before. u 

It has been already demonstrated that bullion 
will not be exported under aK unfavorable nmin^ 
exchange, merely in consequence oif that ex- 
change ; and the reason wby specie is e?(port^ 
mider the same circumdtafice^, is, that the Ccnn, 
while it remains here, pas&es for less titan its warth> 
and that abroad it t>a8ses for its teal valme ; — in tbiff 
country it fornis apart <xf thecyrrency, and partajk^ 
^thedepreciatiQn,<-*abroad, it passes asbuUiont 
mnd is relieved frotoi the depreciation. 3ut it is 
quite clear that even in the export of specie, there 
liquid be no profit whatever, uiUess its deprecia^ 
tion were greater than the expenses attending its 
^export ; and therefore were there no other repaedy 
for a depreciated currency than the export of sp^ 
cie, tbe nominal exchange naight for any length c^ 
time coMiiatte imfoyorable, to an extent soi^ewW 
|sss than the expenses of th^ triilsit of bvlUoft* 
Bat the fact is, that no siich continuance of ^ 
nnfavors^le exchange, even to that extent, ca* 
teke place, so long as tiie curr^cy is capable of 
being converted into bullion : for as soon 9$ the 



64 

ilfepredatioh is evinced by aii feletatioli bl^fheitfttP 
kef, thrice of bullion above the mint price, that mo- 
bient the (Conversion of the superfliiotis curreric^ 
€&Dcimendes j and it depends upon the comparative 
demand for bullibn^ in this country^ and the de- "" 
tnand, upon the continent, whether the melted 
specie be exported or not. • 

i- li ihu^t be admitted^ that^ as soon as Ihe depre- 
tidtioh has exceeded the expenses of the transit of 
specie^ luid thus afforded an option aCs to the mode 
of ^converting it into bullion, the forfeign merchant^ 
by buying abroad the bills upon England, wnich 
will necessarily be at a discount, and ordering iiis*" 
correspondent to whom he sends the biHs, to invest* ' 
Ihem in lEnglish specie; will be enabled to procure 
bullion at the English mint price. So that as long 
as he can dispose of the bullion* at that price 
abroad, he will derive a profit equal to the* ex* ' 
cess of the discount at which he has bought the 
English bills, above the expenses of the transit of 
specie. But it having befen already shewn, ' that 
the profit on melting always exceeds the profit oh 
exporting, by the-aiiiount of the expenses attend^ 
ing the fexportj it can never be believed that a 
merch^t would collect the current coin,' and by- 
exporting it, subject himsdf to the penalties' of the 
law, for the sake of obliging his forei^ corre-* 
spondent, and enabKng him to acquire a profitof 
1 percent, when by melting the same coiDt'K^* 



m)g|bt4i|o^4 vith less xUk$ obtain ^ profit^ 4 

Asgaia^ \ft\^nimittal eicchi^ge were renc^lqp# 
fa^onblis^ 4 pqr c^nt« b^ a force4 contracticm g( 
the qtxfteuQy, ajid the price pf bi^lipn were low* 
emi witb that of other- commodities so o^ to J)e 
^B^T/f^wt* b<^|k)Wj;^ miut price V would any iner- 
e^ifivjit y^ri4)^f%ei|;^ bijii3, at s^ discount gf 4 per 
ciSffLp 4U9i>^^th^0lXt9^^^ toibp invesM m 

fiWfig^ W», for thib ss^ke pf ^aimn^'l percent.' 
1190a f)^ jioiport^ whcQ, by employing the s^me 
cijfiitfU in th^ j^c:)ia3e of buljiop in^ the 1iiom^ 
mf^^l^efs^ fpA coivv«rtiQ^ it. ^j^t9 coin at the rniuV 
k^ wf^ df^i¥^ ft {urofil^ of 4 p^r cent..? 

Th^«»ly Cljfe d^ which » superior a^intVg^ 
would be obtaii^ from the^portgf specie]^ ratk^ 
tbmfroni the icopvor^iw of coin into b vl)ion^ or from 
tJm imi^pftrotf ispeqie ra^r ,th^ the c^nVei^ionof 
bullion into coin^ would be^ when the, ov^-issiie 
tMT cQAtnip^u of the cuwrwcy had created a ||re- 
am» *r 4iW?PWjt ^ A fff c«ptj 011 foreip biUsj 
a^hiv^ producing ^ al^gs^tiofj pf 1 per cent, i^ 
tb^il^arket price of b^lljfu:t ^tit it has b^n al- 
r^y^bevm, th^t the nomwal jMrice of bullion is 
gaif^ or AoWi^red in the s^e manner s^ttiato^ 
Qth^ MmjBpdities^ to whjchjt would otherwis^ np 
imkgl^ J>ear-its o^tursd relative valuei ^Sujcli lyjii^ 
^pisurcwiQ^^rvtlierefore) if ppssible, cap b?^^^ ^^'^ 
9fi^rj. and dpr s oot affect the fea^l ar^um^^ 

I 
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Where the currency cdnsi^s i^attlj^of i^iiij «jd^ 
partly of paper convertible at option into colri, ifc 
is for the same reason absolutely hnposiiible that it 
can continue permanently in a state of depreciation :' 
for should the Bank W so imprud^tit as to* issW 
notes beyopd the demandis of increasing v^eaiS^i 
as soon as the au^entatipn of prib^, and accm^ 
sequent unfavorable nomitiat elxchangej &rfoted 
the depreciation of the currency, the market price^ 
of bullion would exceed its mint price, and ^1 that 
portion of the circulating mediiim which bould be 
converted into bullion would begin to disappear.* 
The paper of the Batik would be ^returned to be 
exchanged for coin, which would l>e immediately 
melted, and sold in the form of bullion, for notes, 
at the iadvanced nominal price. These, in their 
turn, would be sent to the Bank to be in the same 
manner exchanged for doin, which would be melt* 
ed and sold as soon as procured. ^ 

Now this process might 1>e going forward, and 
continue to drain the Bank of its gold, without 
the slightest demand for bullion abroad, or without 
any demand for fone^n payments. It would 
equally take place, though the country were re- 
ceiving paym^rits iif^tead of making them— -^though 
it were importing bullion instead of ea^porting it. 
Should the Bank persist in its over-issue, and stiH 
endeavour to throw the sa^e^uantity of notes int^ 
circulation, the Uhr^clors would be compelled to 
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t^^efaiie iMil^fm, anchcpJB it irnto guin^ as, in or- 

fier^. supply the dr^n occasioned by the return 

of their notes; and as Mr, Thornton states, " they 

** )vill h^yetodo this at the very moment when 

•^ ma^iy are privately melting what is coined. 

5^ The one pftrty niight be melting and selling, 

** while the other is buying and coining ; and each 

•f*; of these two contending businesses will be car- 

i^' ried <^, ng^^ on account of an actual exportation 

/* .of e^chjmeIted guineatoHambro*; but the ope- 

f' it^ipn, or at least a great part of it, will be con* 

•^* . fibti4 to London-'-the coiners and melters living 

*^ on the same spot, and giving constant employ- 

if* mimt to each otl^r *.," 

Mtt Winthof p, in the evidence he gave be- 
*fot« the S^f^ Coi^n^t^ee of the House of Com- 
-inonsin:l7&7> (p-4^ and 47,) concluded that be- 
cause tber^w^ a drain uppn the Bank, tbere must 
' Baoe«E»Hly b<f i^ dr^ upon the country ; and 
- staled ^^ hitf belief that the coffers of the Bank ge- 
^. 1* herald ibew whether money is coming into or 
t^f pM!^ Oi)t.Qf the country.^ I shoiild hope it 
.would be ^unnecessary, s^r what has been already 

^ * Thonttdii on Fiq)eri^i¥dlt^ p« l«5. 

' Mr. Thcimtpn sk^ts t\jf^ the melting is not alwa^ connected 

\ with the.eacport of buUion } but as the object dTlib Book was 

to shew that the currency was not depteeiifted> it wai liiq>06sible 

for him to ^ve' even a plausible explanatioii. ^ this part of his 

' subject, without attr^Hting the effect, to an un&vorable real 



chsepfe(Si, Xo ofkv any tli^g faHl^er in t^«M^ 
tach opinions. The drjEtin Updti the Batik Wi^ hk^ 
under any cii cunistd,nced9 whem^cr ttoe ^eprnWa^ 
tion of currency from ol^er-i«5U6f hw tdfted tM 
market price of buUiofi Abote its tiiint pricfc j UnS 
it wiU eontinqe, till the l0!ss which the Blink murt 
suflfer by the p u rchase of bullion to svip^f the dmiUt 
shall compel the Directors to dimihitfh iht numbet' 
of their notes, so as tO bring blt6k rtie curfeftcy t6 
its natural level. Ilie price of bullion wittlbhett 
fall tp its mint price> and n6 lofiger afibrd a profit 
on being mehed ; the fivmznat exchange ^iv^ itivft;- 
riably mark the amount of the deprecialioift daring 
it3 continuance; and when the depredatidti 
ces^pSf the nominal eitchange wtU ris(3 to par« 

Tbp ^option of a papei* currency, tberelbfA, 
can neve^ be injurious to a 'country, so long w it 
IS convertible at option intor sp^e. The lenqpta- 
tioato Its oyer-issue will alwlty^ tMs «niffieieiilfy 
checked by the principle that has been just €fx- 
plained ; . and, independently of the conv«i»tnte 
of mp^kihg the larger jpayments, it will certainly be 
adirantageous to carry on the circulation irf a coun- 
try by a cheap, ra^:her.than a oo^y, ima^hi^ery. 

tt j^ pbyi9us, that as tile ndminiA pricet of nom- 
moditie^ will W jippripa^ed by the ov«r*iMme Of 
curfenrcy, ^^ for tkg ^WWP JJ^^OP?^ thecontrafc- 
tionofitl>^Iow the natural wmi^ f>f (circulatipn, 
will diininish the nominal prices in 1ji$ Sj^pe 
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proportid'n: A stmafter qnttntity di ^^rteekymiU 
then measure t)[\^ Kama vjthie, and ihe rnntAMk 
i^xchange will be favorable to €ie t^unftiy urtm* 
£he value (if thfe cumeijcy is iitereMed^ Tiiw is 
ap event that does not often occur ^ for astllefyro* 
fits of a banlc that issues paper^mei}^ depmd 
upon the quantity it can circttlMe, Okex^dKrectoift 
of the estfitbHshment will geBfera% 4ake ea^thM 
the supi^ly shslR hot he less than ^e ^m$mk 
[When the market price of bulHrni, hcHvever, ^hm 
from any cause been elevated afbove Hie nriMt 
Drice, the iBaiik has always the pem^t *^*^vm^ 
the currency aA aftifiical value^ ediminttlMnAiif 
its total amount; and it is evident (bat; liyy 4mch 
% diniinution^ the price of bullion wiM4>e toweiatd 
in the satne proportion asj that ef ^any 4i^her com* 
^modity. %i]^ioii wifl then be of less ^oe m ^^ 
market tban in the form df coin, and^e «6P(4uait 
will 'carry it 16 \he tnhit, to obtain 4)be f)rdfit j** 
teQd^ng itis conversion into spe^feie. H^ «i^r 
^cli circufn^tandes/^ere should be a4eiiiaiitiifi>r 
*biiltiohfQrthe*purp6^ ofexportatMn, tMt wenkH 
f tidently occasion no tifain upoti lilie Batik, mrUiS 
it c6til^ be procured td ^ <;h^£iiper ra*e ifi ithe 

itcm^mm m kf^ ^ ^ m?^ fi)» fm^ pf this 



I'*. amwMimniii f 



* The scarcity here spoken of refers only to the partial iMtrdty 
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Bapk would always have the power by^a greater 
contraction of its currency, to lower its nominal 
pHcjEty and thus preserve the superiority of its value 
iti the /orm of coin over its value in the shape of 
bullion. ; . , 

It is. thus that the value of the currency is made 
to correspond, with that of the precious metals of 
.which it. is c^miposed, or into which it is convert- 
ible; and as long as they continue to be the 
standard by which the value of other commo- 
dities is, estimated, the circulating medium of 
thjei whole mercantile republic will suffer no per- 
manent alterf^tions, but what arise from the 
variation in. the intrinsic value of the precious me^ 
tals themselves. 

- It is, some propf of the truth of these positions 
t respiting the uniformity of the value of currency, 
.that from the period of the reformation <rf the gold 
-coin.in 1774> to the year 1797^ the computed exr 
. change between London ^nd Hambro' was gene- 
rally ; in. favor. of the fonn|er, arising, probably, 
from the superiority of our coin.; and that it 
^ seldom varied, except in 179S, more than 5 per 
cent, on :the one side or the other of par. In 



-Arising in particular countlies from the tempotarylnieqiial dis- 
tribution of bullion, and not an ]BCtual bcarcity an«i^ from a 
permanent-diminutkin. of Jthe, usual quantity produced at the 
mines. 
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that year the computed exchange rose *4o 10 and 
1 1 per cent, in favor of this country, 'owing ti> 
the sudden contraction of currency that took 
place in consequence of the run upon and faikte 
of the country banks, at the breaking out of the 
iPrcnqh revolutionary war, whfch had the effect 
of raising the nominal value of the currency here 
to the degree indicated by the favorable ex^ 
change^ * During the whole of this period the 
market price of bullion never exceeded its mint 
price, except in the year 1783, by the very trifling 
amount that has been already specified; and in 
the year 1795, when the Bank had extended i^s 
paper from l^s than' 11 to tipwards of 13 millions 
and a half. . 

After this review of the subject, and the strong 
evidence which presents itself that the currency 
of a kingdom, "whether consisting of coin only^ or 
partly of coin and partly of paper, can riever . ht 
augmented beyond its due proportion, so lon^ as 
the paper is Convertible at pleasure into ^ecie-^ 
can any one for a motpient doubt of the resull^ 
should this salutary check be removed-, and at'thi- 
sametime the.pdper currency be made a ^g^nt 
tender ibrthe payment-<rf debts *i . 



* Ifythe Restriction Act, bank notes are not absolutely a ler 
gal tender ; but if a tender be made ip natos^.tfacr debtdr ^luuwi 
bearcested. , . . , _^^ _.., . 
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Without this Ijjtter provision, motive? of pnid- 
eace^oi^bt induce the B^nk so to restrain its 19;-' 
siiesi m i^t to create ^n open discount upori iU 
noteii and thus introduce a papier and a mon^' 
gfife^p comroodities ; but under tlie protectSfcw? 
iiwr afforded by the itestriction Act, there is nii 
reason whjr it should pot pn^h the issue o£'tlus 
CttJtrenpjr to the ytmost possible limit, andf particu- 
larly a there be • coBfidcnce in the ^blic, th»t 
HooaerorJa^ th^ notes will he convertiblis into 
gc^ Tber^ is n<> doubi. that with r^spett to tKe 
]Bb^.of Eiiglandthifi conAd^iiqe is strphgly felt b^ 
tbe^pitbliCrilRd with^good reason. Bank of f^n^lan^ 
Aat«B ai^etiever issued but for a valuable considera- 
tion> being principally advanced either upon Ex- 
jlfea%Herbtfi» or itt^isoouutin^ the bills of merchants. 
iTj)ji»M^ they foce^ the government is unable to re- 
4t«»4j^9^'toimetf or the nxerchaht^ should be in- 
^pfd^o£jpayUig th^ latter when the^ beoome 
4Mf 5 ^i»e must always be sufficient funds in th6 
^ukta luuiwec the demands upon it K The de* 
jHM^tifitA ffc^ovef-issiiie is thecefom by no means 
IIW C W pg Qiy ooanected with any .want of ccmfid^noe 
ip^ lllernimmied^ of the Bank, but rests upon an en<* 

■Ml* n il - I i i • 1 11 Ctrv^ -I II II I III W .I n il , . Ill . 1 ,1 ' 1 ,1 ■ Mw y. ... 

» TSere mustln^f Wm<«Withtn Bufflcte n t> aluoe Uie t ri ui 
ff AiioMlMWttffiiitetMiit bfr lew tkM 
mMib lhiy^»«it||MiiJ| li^tKejfMaiilt of the i&temt ifedttotal 
it Um Uimibtj were dieoounted. 




tirely different foundation,' and might equally takv 
place, whether the currency consisted J>artly 6 
coin and partly of paper, or was composed entire!) 
of the former: for it is not the paper only, but the 
whole x^urrency, both the paper and; the coin, to 
Jong as it remains in the form of coin, that is de- 
preciated by over-issue. But as the latter is con- 
vertible into bullion by melting, it will be con- 
signed to the crucible, for the purpose oTreihoving 
the depreciation that' it suffers, while it constitutes 
a part of the currency. /' 

* The advocates for the feank Restriction triumph- 
antly ask, how it is possible that the notes can be 
^depreciated; if 100/. in bank notes will purchase 
nsmtich as 100/. in specie: but the question, as 
applied to the depreciation of the currency, is aBt 
sqrd.; for the notes and the coin are alike depreci- 
^ated*, and therefore exchange, as before^ for the 



* This opinion is controverted in the Edinbto' Review, No. 2&, 
p.*54i apparently undetr aft ideathitt/ as Ihe'price ^gdld'knd 
^iiv^ is: nearly the same in all the ^duntries of the^ worldy a c^ 

•pi(eciatidn<yf the current specie in this country jutist necessanfy 
be accompanied by a corresponefing depreciation of the currency 

• fk all nations upon the fiieeof the'earth. ^ut there is a ikiiitlgfill 

^tistiiictioa between the depi^iation of the specie, ahd the de- 
preciation ^ the gold and silver that forms thespiscie. The first 

^may be ^fFeoted by th^ <)ver-issue-of the Bank, btlt that ca» ha^ 
BQ influence oft the rea{ value of the bullion, which the specie 
contains. As an argumentum ad Jiommem against Mr.Thor.i- 

K 
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same quantity of produce in the market. But 
their intrinsic value is not the same, because 
guineas being convertible into bullion, the one 
may be relieved from its depreciation by a change 
in its form ; whereas the other cannot *. This 
conversion is constantly going on, and must con- 
tinue till not a piece of coin is left in circulation, ^ 



ton, it 18 indeed conclusive, because he imagines the remedy for 
a depreciated currency consists in the exportation of coin to 
other countries, where it is not so depreciated. It would be 
impossible, therefore, for the specie to continue permanently 
degraded, upon his principles, unless the value of the currency 
of every other nation were equally so. But it has been shewn 
that the remedy for depreciated currency from over-issue de- 
pends on its conversion into bullion, and not upon its export- 
ation. 

* The gold a;nd silver currency may therefore fell in value be- 
low the level of the currency of neighbouring states, but this 
cannot be the case with the gold and silver of which it is com- 
posed. 

* As long as the bank note for a guinea is convertible into 
gold bullion, at the option of the holder, its intrinsic value ms^ 
be said to be the same as a guinea. Take away the convertibility, 
and the intrinsic value of the note is the value of the ink and 
paper of which it is composed. No banking operation, nor le- 
gislative provision, can ever alter the real value of the gold 
bullion in a guinea} but the number of nominal pounds to be 
given for that quantity of gold bullion, may be increased in the 
proportion that the total number of pounds in the currency is 
increased beyond what is wanted. 
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unless its. weight be so much reduced below the 
standard as not to be worth the melting. The 
disappearance of the coin is the proof of its de- 
preciation. The reason why the ordinary shop-, 
keeper does not make a distinction between the 
payments made to him in gold, and those which 
he receives in paper, is, the confidence he feels 
that at scane time or other the notes will be paid 
in specie, and that he is in the meantime deterred 
by the penalties of the law from melting the 
guineas— the only mode by which he can derive 
a superior profit, from a payment in coin. But 
the occupation of melting the specie is nevertheless 
followed by a less scrupulous class of the commun- 
ity, who have not hesitated to give a premium for 
guineas, whenever an opportunity offered of pur- 
chasing them, and of profiting by their conversion, 
without danger of detection *. But the difference 
in the intrinsic valu^ of the notes and the guineas 
is not the less real, because it cannot openly be 
avowed. If the coin were allowed by law to be 
melted, if the penalties for this offence were lesa 
severe, or if guineas could be collected without 
exciting the suspicion of the oflBcers of the Bank 



* An instance of thi« has recently come before the pui)Uc, 
in consequence of ah infbrmatian against a person changed 
with seUing guineas for inore than they are aUo^ed to {lassfoc 
bylaw, . . 
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and the Mint, neither the Restricftion Bill, nor the 
provision that bank notes may be tendered as leg^ 
payment, would prevent a paper and h moiiejr 
price for commodities, and consequently an opaft 
discount upon bank paper. 

The drain upon the Bank, in the year 1797, i* 
allowed by all the Directors to have arisen from 
the alarm of invasion. The market price of bullion 
was, at the time, below its^ mint price; the ex- 
change with the Continent was in fav<M: of I^ndon ; 
and therefore all the causes, that are nsually as- 
signed, as creating a draili upon the Qank^ were 
operating in a contrary direction. The alarm ori* 
ginated, according to the evidence given by Mr. 
Burdon, one of the proprietors of the Newcastle 
bank, before the Secret Committee in 1797, from 
the orders that had beeix issued for taking an ac- 
count of the stock of the farms of Northumber- 
land, for the purpose of regulating the mode in 
which the county was to be driven, in case of in- 
vasion. The farmers immediately sold their pro- 
duce at very low prices, and the notes which they 
received from the purchasers were poiued in upoa 
the persons by whom they were issued, to be ex^ 
changed for specie; in consequence of which^ th? 
banks at Newcastle were obliged to stop payment, 
and their failure was followed by a similar run 
upon.the country banks throughout the kingdom, 
many of which were in like manner obliged to stop. 
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IRie darm was communicated to the m6trGpyQK$t 
and occasioned a drain upon the Baiik, which had 
afready been called upon for considerable advance^^ 
m consequence of the run upon the country banks. 
The distress of the mercantile class, from the great 
extent of the failures, and the general distrust they 
occasioned, aggravated by a violent, and there- 
fore improvident, contcactijan of the usual quantify 
of bank paper, combined to produce that crisis 
which terminated in the restriction of cash pay- 
ments at the Bank. It is unnecessary now tp en- 
quire how far this restriction at the time was po- 
litic or otherwise. It probably was a measure of 
prudence ; but as* the evil was temporary, sq also 
ought to have been the remedy. It might have 
been expected, that the complete relief of the mer- 
chants, and the returning confidence of the peo- 
ple, would have been considered as the signal for 
discontinuing a law, which has given the Bank Di- 
rectors a power of permanently altering the value 
bf the circulating medium of the country. It has, 
however, been decided otherwise ; and the conse- 
quence has been, that as the fears of the Bank Di^ 
Irectors have been dispelled, the quantity of cur* 
irency has been gradually increased, and has pro- 
duced all tbose symptoms, which any person ac- 
quainted with the theory of money and exchange 
would easily have anticipated; — an augmentation 
in the price of commodities^ an increase of the 

m 
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njiarket price of bullion over the mint price, aiid an 
unfavorable nominal exchange. 

1* he effect of the over-issue of bank-notes upon 
the computed jexchange may be visible from com- 
paring the amount of the notes in circulation in 
the years 1795 and 1797, with the computed ex- 
change at the same periods. The amount was 
augmented in February 1795, to 13 2 millions*, and 
the exchange between Hambro' and London, which 
was then 6 per cent, above par, fell, before Sep- 
tember, to 35 percent, against England. In Febru- 
ary 1797, the paper in circulation was reduced 
to 8 J millions, and the exchange between Hambro' 
and London rose to 6/. 18^. per cent, in favor 
of England. By the last returns presented to Par- 
liament, it appears that the bank notes now in cir- 
culation amount to 21 millions, the market price 
of gold in November was 15/. 8^. id. per cent, above 
the mint price, and the exchange between Hambro' 
and London 16/. 18^. per cent, against England. 

Should any one still be sceptical on the subject, 
a short survey of the mode in which the business 
of the Bank is conducted will probably remove 
his doubt. It has been already shewn, that so 
long as its notes are convertible at option into 
specie, a bank can never permanently keep in cir- 
culation more paper than the wants of the country 
require. But it is not perhaps, quite so clear, 
in what manner the ov^r-issues of a bank that is 

* Secret Committee of the i^u&e of Lords in 1797, p 176. 
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not liable to be called upon for cash payments, 
will augment the nomiJial prices ofallcommodities. 

The notes of the Bank of England are issued to 
the merchants who are in want of money, on the 
security of bills of exchange of not more than 60 
days date, which are brought to the Bank for 
discount. 

On the receipt of the bill, the Bank gives to the 
merchant an equal amount in notes, deducting 
the interest at the rate of 5 per cent. When the 
bill is due, the Bank presents it for payment, and 
receives the amount in full, deriving a profit 
from the transaction equal to the interest of the 
notes for the time. The oftener this process can 
be repeated, and the greater the amount of the 
notes it lends, the greater will be its profits,-— 
Now it is evident, that if the purchases of the 
merchants could be effected by their own bills, 
it would be unnecessary for them to apply to 
the Bank for discounts; this application, then, 
is of itself a decisive proof that, the bills of 
private merchants will not pass in the market 
with the same facility as the bills of a national 
Banking Company. The conversion, therefore, of 
the bills into notes is an increase of currency, 
which could not take place without the assistance 
which a bank affords. 

Now the merchant regulates the scale of his 
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Irtosactioiis by the amount of the capital he can 
command* The greater the extent of this capita}^ 
4he larger the profits he will expect to derive from 
its employment* Ifhe can make a profit of 10 
per centc by his basiness, he will always be willing 
to. extend it by borrowing capital, for which 
he is to pay an interest of only 5 per cent. Here 
then «e two, parties exactly suited to the supply of 
ench others wants^land co-operating frofn mutual 
interest towards the same object. Thfe profits of* 
the Bank are in proportion to the paper currency 
H can lend* and the, expected profits of the mer- 
chant are in proportion to the paper currency he 
can borrow* Under such circumstances it is idle 
to talk of the Bank Directors having the power to 
-oontract their:disaounts whei^ they perceive there 
hiBSs been an over-issue, unless a motive can be 
fihewn for the exercise of that power* While the 
Restriction Act is in force, the only rule of their 
conduct will be the validity of the bills that are of- 
fered for discount, and they are bound by the duly 
they owe to the Bank Proprietors who appoint 
them, to profit by the facilities thus imprudently 
granted by the government, and to employ to the 
greats possible advantage the fundsof which they 
have the disposals — 

It is equally idle to say that the mercltaht will 
Dot employ all the capital he can command, or 
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t^i^ l^;c[^t will e^9^e h]m tp bqrrow*. By 
t|ie,%iliti|Sj^H^^n^ H^w given to discpunts, tl|e 
ni^rpbantfl cap s^\way^ either by ii^mediate ap- 
plics^)^ tp the.!Q^p)c by means of their bankers^ 
XHp, ifj ift the country, by the intervention q^, the 
cwptty l?ai>]5s, coin th^r cr^di); intq currcjaqy, 
Iff hi<?h will ppera|;|3 upon the markets wherever it 
illgjc^s its i^ppearaoc^: for tl^e pr,ices o^ jyxy 
gh'cn supply, of prodjoci^ wi|| depend upopt tjie 
niimber pf pjirchasers, and the ^xtent of the 
Qi^ti^ they cap: cofnn^and. The more easily 
oapitftl Qftn, be prpcurod, the greater, wilji be 
thie CQitip^tjljIiiqiv ip the market Wh^|:jeve|: 
tlw. piiwpgct of a pc^^Jjle spepu^^tion o^rs, 
i]iei3chaol» vyiU b^ eajg^r to. em.^^rk in it, an<^ 
the.de0)and> which>undflr ordinary cirp.umsta.n(9fi^, 
if^ould l?e Tegjol^^ by the amount of real cap^l 
capable of being diverted into that channel, will 
now be augmented in proportipu tp the fictitious 
capital, cajled i^ito existence ^y the faci^tio^. 



* See a wlnmsioal pamphlet published by IMbr. Smith on the 
Theory of Mop^. He asks^wouU bis^iik^ apd^ ix^erthant^ 
to hare good bilb discounted at the ^^an]^> if b^^ notes Tre^^ 
depreciated ? The answer to which ^ obyious. liie depreciation 
in no way afiects the dealings of the merchants ; who bu/ and 
sell at the high nominal prices^ and whose profits are nominally 
increased in the same proportion at mpney is depreciatai}* 

L 



82 

afForded from the Bank discounts; and thus an 
over-issue of notes will ijnmediately take place, 
creating an additional number of purchasers, or 
increasing their powers of purchasing in propor- 
tion to the over-issue. If the increased currency- 
be employed in a foreign speculation, it imme- 
diately acts upon the foreign bill-market, and 
creating there a fictitious- demand, it affects the 
nominal exchange ; if it be employed by the bul- 
lion-merchant, it raises the market price of that ar- 
ticle; if by the home dealer, it augments the prices 
of native commodities. No sooner has it left the 
merchants by whose means it was called into ex- 
istence, than it passes to the wholesale dealers find 
master manufacturers, ' who, in their turn, will 
raise the prices in their respective markets by a 
competition which is called into action merely by 
t^e over-issue. 

If the evil were confined to the increased quan- 
tity of currency thus thrown into circulation by 
the Bank of England, it might not be attended 
with injurious consequences of such magnitude as 
are now experienced : but the misfortune is, that 
the same law which protects the National Bank, 
aknd enables it thus to derange the natural state 
of the circulating medium, confers thesariie power 
on all the country banks throughout the kingdom, 
which are now relieved from the fears and incon- 
venience to which under ordinary circumstances 
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Ihey would be subject, should they at any time be 
tempted to issue their notes beyond the amount 
whfch the wants of their respective districts might 
require. ; 

The country banks are, in the same man-ner as 
the Bank of England, enabled to supply their re- 
spective connexions with funds for speculation; 
If the excess of their paper should at any time 
excite doubts of their solvency, and create a 
run, they may be supplied by their corresponc^ 
ents in London with notes from the great cen- 
tral paper mint; and thus are all the lesser esta- 
blishments throughout the kingdom absolved from 
every difficulty. They issue their notes almost with- 
out Umit, and by these naeans enable the country 
dealers to enter into, speculations and purchases, 
which, without their assistance, could never have 
been effected. Can any one then be surprised 
that prices should rise, when every addition of 
currency is attended with profit to the Bank 
by which it is issued; and that there can never 
be an additional issue of currency without creat- 
ing additional purchasers to the same amount ? > 

An objection has been urged against this view of 
the subject, which deserves to be noticed. It has 
been stated, that if only such bills are discounted 
at the Bank, as have been drawn in consequence 
oi bond fide commercial transactions, no additional 
currenc)'' is thrown into circulation, more than the 
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Watif84(JfttWl^feaiilile<^bmm%nityi^ii*e; thaltfi^ 
' MB^ sb difecotinted are tfte iPepi-eSintatives of the pro- 
pkHy;hf the tfarirfei* 6f which tW6y ^t^cfeAtedymd 
thus a distinction has been attempted to ber>di[Wc^tt 
between real aiid fi<ititious biMs ; or, as the latter^re 
ift^i'e generally tefrned, bills of ii:<^ic6mmodation. Biit 
it WHI not ireqmre much con^fider&^on to perceive 
thfiit this, d^ far at legist as concerns^ the over-isstie 
*f currency, ^4s a distinction with little, if any; dif* 
iference. Mr. Thornton has ^ell obi^tv^, t*&t 
^ ttotfes giyf^ in cohsequetide of a real 'Sale bf 
^^'goSdy cfafthot be cOnsidet^d ^s on that aecfote&t 
'^ certainly ref^^eisenting ahy -dcttial profferCy.— - 
^* Siippdse th^t i^. sells 100/. wdrth of gbods'lo'J?. 
'* *fit six months^ credit, atidt^kes a bill at six 
*^ TttOMhs forit; andthat J5/i*i*hin amOnth i^er, 
"^^^sfells'lherfame goods to Cat-like credit, tak- 
'*'iAfga^li«ebill; that C after ariolher toonth, 
'*« Seffls thfem'^o 2). j and so on: thereihay, at Hie 
'^*'*<id of six months, be six bills of 100/. eatSi, 
***'^i^rig at the same tiiiie, and every one of ^ 
•<« tbcin nie^y |>di9sib!y have been discounted. Of all 
** theselfflls; then, one only fej^tefeiehts any acftial 
" pWpfeMy. If th^ credit g^ril!^ a cifedit of twelve 
'•^-months^ito^ead Of six, 1200/. totead of^WW. 
' ** tirotiW^have been' the amotint of ^e biHs drawn 
' ** "on ihe OOc^ion 6f the sale of goods, and I lOOZ. 
" would have been the amount of those that repre- 
" sented no property. In-order to justify the sop- 






^^ pi^sition thttt a r^ bill fe|$rc«eiits actual p»* 
'^ perty, th^te-<>i8ght tbfbe>sotriepowenin t^^b^ 
** holder to i lifer i^Ht -the J property which^ the biH 
** reph^sents from being turned to other purposes 
** than that of paying the bill in question *." 
* Nbw^ had these bilk ttever l^een discounted, tileir 
<^rcukitid!i i^<»lld have beem^confined to those per<^ 
Hoti^ only. With whomthie potties, whcfse names ^p^ 
pear on 'the bill, iiad credit; and tibeir tSect 
upbn the ge*eralcilrtrency)6f the «ountFy wouldin 
istteh'cftse hd^e b^n e&c^edingly limited, eemfw- 
ettwith thftt \vftlch<they hare in tiie'iiiere<iiegoli» 
siftle ibttn 6f tbte^wAtes of ^Banking Cdmpa»y. 

"One of the ttiotives df the^ieller iftio desires to 
** hitve a' n6te' foi*'go<Jdfi^ fcoM, is,' that he n»ay engraft 
" on theftrafttef^tiotf of the sale the convemaitoottT 
*< ditidn^f t^eivi^g ft^m the buy^^ a dtsoouutable 
** note of the same amount with Uhte value of the 
^' godds. A' fictitious note, 0i<ntMe4f aecommodar 
" tS^n, iJjaftWrte'dra'Wrn'foi^the s<t*fifep«<^oseof beittg 
"^^ discounted, though iii^not sArictiidttedby'^hecir- 
^^ cumstahce of its having brigi^at^d in an actual 
•^ sale of goods f.** The Bank of England pfs^£G»ses 
' to tefts^ t^e disc^mhting^f ^my %itts' ^umpt those 
' drawn for ^ b&rid[^d& iAercaht^e cbMtde^^tf 0ns ;« ^tvd 
''so £jtr<as'thHr 6wn iMevests-sil^ cdncl^raed, it ma(y 



* Thornton on P^perCridH, p. 30. f ^^^ 
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be ft Very prjDper and highly prudent regalation ; 
but to the public, it is of little moment upon what 
degree of security the Bank may think right to 
lend its notes; nor can the Directors, with all their 
vigilance, discriminate between real and fictitious 
bills* Whether real or fictitious, their conversion 
into notes will alike augment the currency of the 
country, which, \yithout the.chetck that has been 
pointed out in the foregoing pages, may be in- 
creased in an unlimited degree. In the case of 
tbe real bill, a bond fide transaction takes place 
{Mtior to its being converted into currency, in con- 
sequence of a credit subsisting between the drawer 
of the bill and the seller of the goods. In the fic- 
titious bill, for want of that credit between the 
drawer and the seller, the conversion of the bill 
into currency takes place in the first instance, and 
thf^bondfid^ transaction follows. 

From what has been stated, the distinction be- 
tween the r^fl(/ and the ;i(W7i/wfl(/ exchange will be 
sufiiciently apparent ;— they . have been found to 
ctiffer most essentially, both in their causes and 
effects. ' 

The real exchange has been proved to depend 
upon the proportipn between the foreign payments 
which a .country has to make, and the payments 
it has tq receive. 

The nominal exchange depends upon the com- 
parative value of currencies. 
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The real exchaDge has an immediate effect upon 
tlie'expdrts and imports. 

The nominal exchange^ whether favorable or un- 
fevorable, has no effect whatever upon exports and 
itnports. 

'^rf unfavorable real exchange, if its rate be- 
efficiently high, will cause an export of bullion, 
and may, under peculiar circumstances, lead to a 
drain upon the Bank. 

An unfavorable nominal exchange, whatever be 
its rate, will not necessarily lead to any export of 
bxiHion, but will immediately cause a drain upon* 
the Bank, for the conversion of coin into bullion. 

When the market price of bullion exceeds the 
imnt priee^ in consequence of its export' from an 
unfavorable real exchange, the currency is not de- 
preeiated, for it bears the same relative value to all 
other commodities ; it is the real price of bullion 
that is'raised, from a temporary scarcity. 

When tUerie is an ie:i:cess of the market price oj 
biiBlion above tlie loiut p^-ice, together with an un- 
favorable nominal exchange, the real price of bul- 
lion is not altered, for it bears the same relative 
valOe to all other commodities^; /it is the cmtency^ 
that is ds^eeis^ted, from a tefmporary abundance. 

The teal exchange cannot be permanently favori. 
able or unfavorable, whatever be the stale of the 
currency. 

The m)minal exchange may continue for any 
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]0ifigth^rtiiQe jli^orable opiiof^Afi^blf) ^o^,i4ed 
the yalue of the currency continu^sr tq Ije- d^mf 
ciated. ' ' . 

Now the compuied:eKohsLnise;/dp]^t^{ ugp^^ t^^ 
combined operations of the real and nomir^al ^; 
Qhjange ; aiid unless the^di3tinctjpns j;^t pofnijdd 
out a«re k<8pt constantly in view, it^mi^ hp imppSr 
mbic to reconcile the coiiiltra^icto^ resol^ts tjQk:vy^f<^ 
it appears to give rise. 



mmp'^fBmmmiafsmmmlBaf^^ 



QF THE COMPUTER EXCHANGEE. 



The computed eicchange is determined by the 
fluctuations of the price which a foreign h^\ bears 
kk the market, but affords no criterion by wlnck 
to distinguiiih whether those fluctuations arise 
from>ftriations in the state of the reai, or of^the ido*^ 
minaltsuhzxkge. As these are pierfectly iiKtependenk 
ofeax^hother^itis evid^t thatif hoth are fevopable, 
or bath unfevorable, the computdd exchange will 
denole theirsum ; but if the one is lavorable, while 
the other is unfavorable, it will express their dif-* 
kt&^QCi and may be at par, though neither the 



vemL atnm^i^d eacc|)citge aye so, ^rbind«d tM uii» 
/avorable state of the one be counkenbcted bj the 
f^mn^BiAestote of the other. Now let anjr one for 
4 mmBeqi^ ^n^et, . what different phiBHomena 
waxiid present themselves undei; an apparently 
sdm^r. state of the .^c^nge^ according ,to 4^e 
mode ^t which that similarity was prodacc^. For 
t4ie £(mipuled texchai^ would b^ at par, if Ihe real 
and Nominal ^seliange were so ; that is, if the ^up« 
ply of foreign bills were equal to the demand, and 
the curi^eticies of oth]er countries of tlie same value 
with OUT x>arDy in which case the exports^ and im- 
ports would proceed ia their ordinary course. 

It would be at par, though the r^al exchange* 
were unfevprable in i^ny degree, if the nominal Ex- 
change were favorable in the same degree ; Ihat is, 
if the Ingb price of foreign biUs, arising fromiheir 
scarcity, were counteracted ty the superior value 
of our currency over that of other countries. 
In this case, the unfavorable real exchange 
would induce an increased exportation and ditiii^ 
nished. importation ;-*-it would occasion a demand 
for bullion for exportation, wi*houi creating, aay 
drain upon the Bank; because from the con-* 
traction of the currency, the market price, of buti 
lioa- would ^be below the mint price. Ordinajry 
produce would be cliieap, the r^al exchange 
would be gradually restored to par by the op^rai 
tlon of the exports aad imports; and tiieafimiVurf 
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e»ehaiij|e.'w6uki be raisedrto^ ^wur by tlie;conver- 
sion of btiUioQ.iilitoxom. .' ■ 

The comjmied exchange would :d[ao be.kl par, 
though the rea/exchaBg^.were.&vombie/pixmdbd 
the nominal exchange wereuBfSEivorable in.f^ similar 
degree; or, in other wonb, provided the :tow:p«ioe 
of foreign bills, arising from their ^abundanoe^^eie 
counterbalanced by the depreciation of our curi- 
rency- compared with that of foreign countries 
In this case there wauld.be a diminished export 
and increased import, ariiang from the favorable 
state of the real exchange, attended with an influx 
of bullion ; but there would at the same:time be a 
drain upon the Bank, in consequence, of the mar- 
ket price of bullion exceeding the mint price, from 
the over-issue of currency. Ordinary produce 
would be dear; the operation of the exports and 
imports would gradually restore the real exchange 
to par ; and the nominal exchange would return to 
the same level by the conversion of the superfluous 
currency into bullion. 

Agoiuy the computed exchange might be in favor 
of a country, under very opposite states of 
the real and 7iominal exchange. Thus it would 
be S per cent, in favor of this country, if the real 
exchange were 3 per cent, above, and the nominal 
exchange 1 per cent, below par. It would also 
be two per cent, in favor of. this country, with a 
£Mrorable nominal exchange to Ihe amount of 3 |.er 



tent* and an adverser r€<il exchange of 1 per cent. 
In the same mtmner, an adverse computed exchange 
might be shewn toariife from viety opposite states of 
the real and Tunninat exchange*; and it would be 
easy to point out) under any given circumstances^ 
in wfc^t manner the merchant would derive his 
profit from the produce he was engaged either in 
exporting or importing. Suppose, for instance, 
the computed exchange betv^reen Hambro' and 
^London to be 1 per cent.. against this country, and 
that this arises from a real exchange which is 
favorable to the amount of 4 per cent, and a m?- 
minal exchange unfiB^vorable to the extent of 5 per' 
cent. ; let the real price of bullion at Hambro' and 



* Mr. Wheatleyi wko aas^ns the relative takkfes t)f thiitencies 9S 
the exclusive cause of the fiuctuatioas in' the ci^fiiputed jexdii^i^^* 
has endeavoured to prove, that the late oi exchange has con- 
stantly corresponded with the relative issues of currency. But 
the tables published by Loitl King and Mr. Mushet furnish abund- ' 
ant proof of fluctuations in the exchange, Tvithbut a correspond- 
ing alteration in the currency. Since the year 1797> vfben 
the correcting principle of the nominar exchan^ was removed 
in consequence of the Bank Restriction Act, there is, as mi^ht 
be expected, a general coincidence between the increase of bank 
notes in circulation and the adverse compwterf exchange j yet' 
even whhin that period, th^re have been constderable mtervals 
when the computed exchange betweed Hambra* and London has . 
been in fevor of the latter, and that too at the time wlien the 
greatest issues of currency recorded in Mr. Mushet*s tables took 
place, viz. in May 1804^ and January iSOo. 
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I^don be precisely th^ #ame^ ^i)dr c^a^^jjsetitbf) 
the nominal prices different hty the s^mouoj^ of the 
nQT^inal exchange 9r 5 per cent. Now if ti^ ex*; 
p^liK^es of freight, insurance, Spe. on th^ ti^sitctf 
bullion from Hambro' are 3 per cent, it i* evident 
^at a profit would be derived from the import of 
that article, notwitlistanding the computed ex* 
change was 1 per cent, against us. In thitcase.' 
1^ merchant mi|st give a premium cSf 1 per cent, 
for the foreign bill to pay for the buUibn;^«-l<}0^ 
Vorth of bullion at Hambro* would therefore cost 
him 101/. and the charges of importation woild in- 
crease th'9s sum to 104/. Upon the :subsequent 
^e, then, for 10^/. of depreciated currency in the> 
home market he would derive from the transaction 
a profit of 1/. This sum is precisely the difference 
between the real exchange and the expenses of 
transit, that part of the computed eixchange which 
dej^ends lipott the nominaly producing no effect j 
since whatever is lost by its unfavorable state, is 
counterbalanced by a corresponding inequality of. 
7iomin(r/ prices. 

In the same manner it might be shewn, that 
with a favorable computed exchange, bullion might 
be flowing out of the country j^ but it would be 
tedious to multiply instances, which, as the Intel-, 
ligent reader will easily conceive, may be infinitely 
varied. Those which have been now adduced are 
sufficient to shew, what contradictory conclusions 
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miy he drawn firotn aay giren lAte'of ih« tompiHed 
Exchange, and }u9w impossible it }s> from tbaS 
aleniei to drtemiifie either tl» relative fvjilae o^ 
culrrencies, ot whether^ what is usuaily ' csdl^d the 
balance of tttade, be favorable or unCaroraible to A 
nattosi^. 



. * A singular instatSie 6f the coitfiisioh aaMngMm a wiek^ 
^ atteAtioQ to t^e9e ^l]§dfK;tioii9 oocurs in ^be i^lkyvrin^ pfltai^ 
from the fifth Number of the Quaiterlf Review : " Mr .Thor^ton^ 
*' havix^ used the following expression—' If at any time the 
' eichanges of ttfe country become so un^vorable as to pro- 
' Aieie k mdteHil ekdess 6F the tnaifetoveit^ttieiifiiUt |}ric^ of 
'' g«dd.* — 'Mr.Rkecdo oobudent^ on thfe ^ t^presentMioto by 
'^ concisely sajdng/ 'Here the ^ause is niidtbfeeB fcir th^ eftct' 
'' Mr Thornton seems to us indisputably eorrect; not but that 
*' the un&vorableness of tke exchange, and the rise in the bullion 
'' price dr gold, sdt^fnat^ lact ^s (iuk and effect; bfitthe' 
'' kfadet ktOi^, Sh «Mife c^ls^, ikit i£fafph)perly bi? ^d to prtcede 
'' the latter^ luid^ it oertfttidy does so in the case of s bad 1m^ 
'* of which Mr. Thornton is speaking in this case.'* ]P. 157. — 
Here it b evident that Mr. Thornton's observation, if confined 
to the real exchange is correct. Mr. Ric^rdo's comment, if 
limited to the nominal ej^change, hky also be considered as cot*- 
Tbtt, th6ugh it woHld havte Been more aceur^te to Kiotve stated, 
the un^vors^eness of theie3w:faange> and die excess^f the mar* > 
ket over the mint price of gold, Ipotb, aste&ct& of the def>reci*^ 
ation of the currency) and the Reviewer may be correct, if his 
observations are Inteni^d to apply to the computed exchange. 
Tlfeajjpareiit Contradiction^ aHse from ^Ohlbundihgttie redl;the 
n^ttHnali tu^ the eon^Med ^change, «hdei^the getter^, tinqua- 
iijSed lenn, exc)iange« ^ , 
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: The itterdhant, by knowing the corHputei ^» 
thange^ and the current prices in the home and 
foreign market, . smd without any acquaintance 
Ifvith the theory of exchange^ or tiie principles 
^bich regulate it, will aLwajrs hav? sufficient prac* 
tical (lata to guide him in his commercial trans^ 
actions ; but the statesman should beware in mak- 
ing general legislative provisions, that he is not 
misled by the partial statements of men, whose in- 
dividual interests are frequently ih direct oppo* 
sition to the general welfare of the country. — 
This remark is not meaiit to convey any illiberal 
insinuations against a most useful and respectable 
class of the c(Mnmunity ; but experience sufficient^ 
ly proves that self-interest gives a bias to the mind, 
which, without its being conscious of the influ- 
ence, .will mislead and pervert thejudgment. — -, 
t^erhaps a more than ordinary degree of caution is 
requisite, in this commercial country, where there' 
seems to be a prevailing opinion, that the riches of 
the merchants are evidence of the benefits that the 
nation derives from its foreign trader it being for- 
gotten^ or unnoticed, that the profits of that class 
of persons are derived from the pockets of their 
countrym^; and that the advantages of foreign 
commerce consist in the stimulus it gives to the 
increase of the produce of the land and labour 
of the country; and to. the opportunity which 
it affords, of exchanging the surplus produce thus 
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i^ted. in]fo>exii^:enceforaii equivalent, and only an 
eq^i^ent produce, collected from every climate, 
and materially contributing to the enjoyments an4 
tile comforts of the community. 



Of the Effects of the Depreciation of the Currency 
on the Expenditure of Government^ and on the 
Interests of the different Classes of the Com- 
munity. . 



The foreign expenditure of government being 
principally . discharged by the remittance or the 
draft of bills, niust bq subject to the premium or 
discopnt in proportion to the computed exchange. 
Whatever be the amount of that expenditure, it 
will always be effected with greater or less advant- 
age, according as the computed exchange is fa- 
vorable or otherwise. It is of no consequence, so 
for as the disbursenients of the Treasury are con- 
cerned, in what way the foreign expenditure 
is ultimately discharged by the country : for ^s 
long as bills are made use of, as the immieirli^te 
mode of payment by the government, so long 
must the gpvemment, whenever the compute^ 
exchange is unfavorable, pay the premium for for 
reign bills, or submit to the discount upon its Q\yn$ 
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and so k>ii^, da Idie Ql4ierhaiid,iwiil itdterive^tte 
advantage of the diseoon^' oa fotetgn; add' th^ 
premium ob its own bilH whehcvier t^eMa^oiOat 
computed exchange is m feivor of the ooiiiiBtry* ' Ifc 
is therefore most essential to the interests of go- 
verhmen^t, that the compf^/r^ exchange ^otridat^dl 
times be as favorable as possible. Now this can 
only be produced by a careM Attention to the 
state? of the currency^ and its ^effects ^lpwcL&ienO' 
fninal exchange ; for the Girctatstane^s that aiB^ct 
the real exchange are not, at all times, withinits 
controul. 

Bad harvests and deficient crops will always cre- 
ate ah increased and unustial iiiiports^ion*; fukfih 
the same degree, a defmand for foreign payment? 
Yhis will eventuaUy, indeed, b^ diachauged l^ dd 
increased exportation; but ivi the mean^iikie, and 
during the c<mti^ahce ^f the pre^sare, thd :rifirf 
exchange will became unfavoriaWe, atid will cohtV* 
niie so till the cohseqqent bouhty^upon all export- 
ed, and the duty upon all imported, commodities 
shall restore it to par. ' • 

Thenomincd exchiange, on tJ^e tjontraiy, is com* 
pletely within the controul of government, jiiid 
can never be either permanently fat'orable or un- 
favorable, so long as the legislaM^e exei^ises ia dM 
degi^ee of vigilahee over the state of Mfe^ circblatiiig 
medium. If th6 ^ofri, ill wlifeh the l^jgal payments 
^the coutitry are made, is not^degraded, swid Hife 
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pt^ k odlrrbfti^lle nf optioti itito s^iey it Is yi%^ 
j^^ible thai the ^urreiii^y cdn evef be n^di)^^ be^ 
tew thfe ^todit tmifeftn Ts^liie^ which the precicfUS 
4tetAb pr^s^(^ amoitg the different tiatiohiSi of th6 
terth^ because the depi^^iati<>n df the HitirisBcy 
iMiB always be pret^hted^t by ih^ e^dfivei^ioh 0f 
Ahy superfliucHis qu^tity 6f it it^ biiUidti. 
t Shoiuflii ^le legislMiire he indui^d by ieihp€t&ty 
circumstances to interfere withtiiii^ repudiating pHi^- 
^fkt, md te«itic% the issuers of notes fM>^ ihe 
ol^g^ti<^ of l^yingf in specie, ^ conseqne^b^ 
are eai^y foj-eeii, and fnusi soon be fett. Thete 
1^1 h^ n^ lon^e^ any limit to" the depi'^ftfti^m <tf 
fte c^vtehifi ^ ^iftmtf/ arcb^ge will oontinifS 
^»erMiMentty flilfiBivorabte, and will reader the c&m^ 
pttt^ exchange so H^eh the l^ss fkhrot'oble, dt ^ 
ifmch &ie tMre un&voraible> ini ^i^poi^ion' lor tfat 
eidt^nt M which the ^rrencymay have been an^^ 
n^nted' l^yo^tl^ nMursil ^ouiit 

Th^ gov«*rimettt^ under the^e^ circu'it^tancesi 
WSk be uttei^ iMabte to r^ie^ e itself from the' los$^ 
Ivhich tfmst lii€^ incurtied^ Upon- the tooal atnoukt oi 
its foreign ej^enditure^ in wbit'teirw liiode it is^iiibii 
charged 5 for the nominal exchange has a very dtfc 
ferent effect on tl>e foreign pa5hatfent^ df the state> 
.and those of mefrcbatils iii the cotirse of their oom* 
merciai ^ansaetiods; The e3^porting ]neti:;haiit - 
gams a premium on bis bill equivalent to the ko^ 
minal e^cchange^ and by that advantagid is* i^paidi 

N 



what would be o^i*wise lost in the high pifiee he 
must give for his goods here, and the Ipw pHce at 
which he must sell, them abroad ; — he derives no 
profit, and he sutFers no loss. The importing 
merchant gives a premium for the foreign bill whh 
which he pays for the produce be impprtSj^ .but is 
repaid by- the high nominal price at which he sells 
the produce at home. He also derives no profit, 
and sustains no loss. 

.But the government has no means of repaying 
it^^vfor the loss .ocj^asioned by the nc^zTia/ exr 
change. The equivalent is received abroad, and 
consumed there, and. the bill for which the pre- 
mium has been given will purchase precisely, the 
same quantity of produce^ whatever ms^y have been 
paid fc^r it here. Neitlier, would, the situation of 
gOyernment be altered* if> under an id^a of sfi;ving 
the jiomincd exchange, it weje induped to export 
commodities for the immediate supply of its arm- 
ies, or its foreign establishment^^ ; for independ^t- 
ly of the expenses of the transit, it would lose the 
ivhole amount of the nominal exchange, in the 
high prices at which the commodities would be 
l«)Ughl in the honoie market. If bullion could bj 
pxooured, there would still be ihe same loss j first, 
in the expenses of the transit; and secondly, in 
the high market price at which it must be bought 
here, while abrx^arl it would pass for no more than 
its in^tfinsiq value. 
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"Witlnjot access to the documetits^and vauclw*s 
^f government, there^is no very accurate mode of- 
^timating the amount of the foreign expenditure; 
but some approximation to it may be made, by a 
comparison of the exports' and imports. It has 
been already observed^ tlmt the foreign expendi- 
ture of a oountry can only be discharged by theh 
expoii; 6f cortimodities to an equal amount; and 
as the equivalent is received and consumed abroad, 
k follows, that in every country v^rhere there is a 
foreign expenditure, the exports must exceed the 
imports to that extent :— the larger the expetidi- 
ture, the greater will be the excess of exports 
over imports. From this acknowledged truth, the 
inference seems very obvious, or at least tbercf is 
strong presumptive evidence to lead to this con- 
clusion, that if afoi^ejgn expenditure cjvuseaii ex- 
cess of exports over imports, an excess of e^tports 
over imports will denote a foreign expenditure. — 
Yet even at this day thei-e ^re not wanting men in 
the Cabinet, in the Senate, and among the best- 
informed classes of societ}'-, who still adduce as- a 
proof of tbe gains, that are made by foreign com- 
merce, this Same excess, which Indicates expend- 
iture, and not receipt*. Mr. Pitt was continually* 



* The same inference has heen di*awn, from the excess of ex- 
pcfftft, hy the present Qumfcellor of the Exchequer, while these 



vaatttm^(:tto.rtfMiroea of< the /mtitm, luifwinced 
by ihtft c]fciU3istaaqe;.aiid Mi\ Bos^» m.htar '^ Brie^ 



sheets have been passing through the press. See his speech upon 
c^mng the budget. 

' lie graidoal incfease^ both oCthe ammaLin^rts, and «Kporti^ 
hfl^^K^ fi^equently ad<Jbioed( aim d^t^v^ V^ of th^ 4<9u^]te-. 
iwj^e of our commerce^a conclusion th^t may be exceedingly, 
fi^lAcious. The nominal valu^ of the exports apd imports will 
16 some d^^ree keep pace with the increase in tlk nominal 
ptrice^ofcommb^ties, and Will swell the apparent amount of 
merchandbeexponadaiidimportedj ^vritbout anyiiiait«rialad>' 
4i^n to the actu^ <]faantity. ^ Thfit the ]eref<^f ii^fc^j^ikf^ 
pifincipal]^ from this Qsiuse^ is r^sndered more tluuGtproba|;>le^ hy« 
a comparison of the relative amount of tppndge employed for 
tlie transport of that merchandize, in the years 1807 and 1909 
The foUowii^ table is drawn up from the returns made to. the 
Wm»^ ofCfnnmoq^i January 30th ai^ Nw^h 2^> 1810 : 



Tonnage of Vessels, British and Foreign, including' 
r i^rre9)^t^:V«yage8» iii.tiieyeveial Ports of 

Great Briub, froqi and to all P^ru^f £urppe. 

I .. • 

Year ended 5th Inwards. Outw^ds. 

^aa^ Tons. ' Tons. 

944^82 €11.255 



1803 
1810 



882.255 



8U.8U 



OfSiodA Valij^of di0 Imports and Exports f^r three 
Quarters., ending the 10 th of, 09tober. 



Year. 



1807 
1809 



Imports. 

19.717^96 

29.000.782 



Expoi^ts. 
22.464.875 
39.824.104 



As the nature of the commoffities is specified in the njtqFni^ 



{^1 

BjcaHMiiatioR," Itst^^, ii^ici^ 4ii^%ame viewv tb^ lOr^ 
nual baldnc6 ^ trade m fa^n>m* ^ this it(Hmt»y at 
14,800^600/. Mr. Neeker, a^^ting^ upon simikBr 
primcipleB, estimated the aimultl baltaiee Hi fa^^ 
o# France at S^QQ^yQWt. ; atid all otfter^ eoimtt^^ 
itove4n>lifee maiHier prepare^-ofiioisd slatiiemeisfrof 
exporti» iattd imports, and boasled of a-ft^i^mble W 
laiWe* Those, who have entered into* the e^liH 
df the observations upon the T^a/ exebangev will 
think it nnnecessac^r that h should divelt ttpc^> 
these absurd opinions Te4>ecting a balance ottvsi/iei 
dther,fevoraMe or anftivorable tbai nation > ifc be- 
iifig evident, that, though al? any pw^i^iilw moc^ 



and does not appear to vi^ materially^ as to the proportions <jf 
vahfe and bulk in the respective years, the equity in. the 
atnmint of tonnage employed »i» coneltt6i%«ythal^' the- apparent 
ii|croaie<rf)tr|idt 19: hin greoiCdmasure nomimi: 

* '' There is no mine, however.productiye, th^t ceuld supply. 
*' the Aecessaiy stores for the bal|mces:that are claimed by the 
'^ diflft^rent nations of the woHd. Qlie eonatry claims a balance 
"of Uj^OOfiOf^h and-^ anotli^ of « 5 jOOOjOOOl. another of 3; 
" andothers, of S^ andu I, to Oie: aggnegiteaubunVoliqearljr 
'' 4(M>00>OOQiaA9iii^ly 3 an^aaiiai f»icpt.thei( oomi^«ce to be 
^ fevorable, it is obyious^thf^t thejr ^IteQtive bal^a^ Wiist be 
" pai(| by a continual influx of bullipn ^on^ the nypes corre- 
'^ spondent >*ith tlfeir amount) but tte^annu^ produce of the 
'* nines of the vwW dd«« not exceed 7>OOOsO0Ol.^ (Whwtley, 
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fififeht there may have bcea more produce sent front 
ia country than has been, received in return for it^ 
iand that bullion does occasionally pa^ to liqui-e 
date the baJanc^i, this happens merely in co«ise- 
tquence of a derangement of the usual commercial 
exchanges, and the bullion must eventuaHy-^igain 
leave the country into which it flows, unless de- 
laitied there by the, wants of the people, either for 
th^ purpose of .ornamental manufaqture, or an 
Extended currency j in consequence of increjiiseil 
ivieiEdth. * ' 

. AH trade, whether foreigii or <loni^tic) consists 
in an exchange of equivalents. . Gold and silver 
will be sent as the equivalent, when gold and silver 
are \Vanted for use. The hardware and woollens of 
England areT exchanged for the silks and the wines 
tif France, because these are more desired than 
the bullion of France. If it were the taste of the 
pebple of England to use gold and silver for their 
ordinary Utensils, the bullion of France would be 
diemdnded as the equivalent. But they prefer the, 
wine^ and silks* and rather than forego these luxii- 
ries> are contenjt with litensils formed of coarser 
materials. When the exports exceed the imports** 
{as they must do> when there is a foreign expfendi- ' 
tire* the equivalents for the excess are deceived 
*' abroad in as full and ample a manner* as if th6 . 
"produce which they purchased were actually im-* 
" ported ^nd entered in the Cuspom-house books* ♦ 
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^« and a Ogr wM d p sent to the seat ^ ^w«r pf 
^* constiunptioii. But from the oircvmstance 6F 
^^ Us not hmng inserted in the Custom-house 
^^ entnes as vidue rapmed agsunst the pmdiice 
<* expoirted)for its pa3nfiftent, the latter is deemed 
^^ to constitute a favorable balance, when it is in 
'^ rvality exported to liquidate a balance against 
"U8»;* 

Notwithstanding, therefore, the inaccuracy of 
the Custom-house returns, iumI the difficulty of 
a/lc^rtahiing tbe actual yalue of the imports and 
acports, — notwithrtandii^ that the imports from 
the £s^ and West Indies are confounded with the 
iSEiports arising from trade, when in fact they are 
merely remittances; the one, of territorial revenue 
invested in produce ; the other, of rents and profits 
ceiKiitted to absentee planters resident in this coun« 
try ;— notwithstanding also, that the contraband 
trade introduces an immense quantity of commo- 
dities, which do not appear in the Custom-house 
returns ; yet as the inaccuracies of one period are 
probably neither much greats nor less than those 
of another, if the ratio of the excess of exports to 
the foreign expenditure in one year, is known, it 
^ fair to conclude, that the excess of any other 



* See Wheatley on the Theoiy ei Money, p. 219. 
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year will he nearly in the same proportion to the 
foreign expenJiture pf that year. . . .... 

. It appeal^ from, the accounts presented* by Mr: 
Long to the Secret, Committee of; the House pf 
Lord^, in 1797, that 4;he foreign expenditure in the 
y^ear 1796, the fourth year of, .the .French revolu- 
tionary war, amounted. to 10,649i000i. ; and -the 
excess of exports above the imports, for the sa^me 
year, taken from the Custom-hause . books^ is 
7J,3^ 1,494/. ; so, that the foreign ;expenditure is to 
this excess in,; the ratio. nearly.of 10 to 7*- The 
excess of exports oyer ipj^ports for three quartere o( 
.the year. 1809, is 17,359,229N!. or above 23-miU 
lioJis fof the y^ear^ as appears by.thexreturns from 
.the Custom-house p;'esented toparliamentthelOth 
.pf January 1810^ but as the§e returns are exclus^ 
j\ e .of the imports fr^mj India, the amount of those 
imports must; bg. deducted, to. make the calcu- 
lation correspond with tbe returns for 1706, fai 
which those imports are included. The sale of 
the East India Company's goods, from^March 1, 
1809,. to March 1, 1810, ^amou^tedito S,237,035t 



* The excess of exports over imports appears to be actuaUy 
less than the fomgn expenditure, m ^consequence of the pro^ 
duce i^mitted from the East and West Indies being entered in 
the Custom-house returns as impoi'ts. 
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the acee^ oi mpetts wev iiki^oi^ for tiN je/Ht 
1809^ after d^uoting Ms mm, W;Oi:ld be«boi|t 
1^ oiiUioiis, wliich^ according to the ratio obtaiiir 
ed for the year 1796s woidd give a foreign eiQiieiKt- 
iture of 21 millioiisi imd. consi4ei:iQg the eiv- 
Jarged scale of our mtlitaiy opei^ws^ together 
with the ertabUshm^its in Sicily and MsJta, it will 
perhaps be thought not much beyond the truth. 
During the whole of the year I809> the eicchatii^je 
btstween Loni^ and Hambro* was never hm than 
7 per cev^k in favor of the latter ; and> incr^asiilg 
gradually towards the etid of the year, it rose ill 
Ifae month of lfoirea»her lo 1$ per cent. Mf. 
HudBaKmf in hies eyaminatioa b^Ebre thie Coiti- 
mittee fyt : ^ni|uiiiag::into the pc^iey and c^HidttQt 
of the <»pet)itl»n fio the Schreldt^ states the diffi^ 
^feies of jnt^tiali^g l^itte in Spain, add in the 
Mediterranean, as oMch groatfr than at Hambrtf^; 
so that it is not iniproh<^ble an ad4ttional ^spen- 
tdiCure <tf some millions has been inoiirred in ^lon- 
seqiEience of the itbfararable state of tlNe exchatt^, 
oocasRHiinga correspondent loss to this counti^, 
which UMght have been entirely avoidtd, had the 
cMrenqy been sufficiently c^mtraCtod to reduce 
tl^ eompHtcd exdHms^ ^^ P^' 

Withi^tit, however, placing: too much Ddiaatee 
: upon m estimate^ whteh at best em only be con- 
sidered as an approximation, it mi^t be evident, 

o 



^M wi^ftttr^r iMif he theloi^ 0(f#v«ritiMiil ftm 

^l^d^tMi^ itiskrk m\y ^ ffippii^ by Iftj^mg^tid-' 

^K^dnal bunfaetis <% the {>Mple. But %hhk ik)t 

^ Mly it^'ury ^tisteihed in (x>ns«H|tieil^ei df ^ 

-tflepi^iH^iatiiOll^ the GUri^ed^y; the sMie^ilfi^N 

Vlid^ the whole exi^^fidfiafe Of gor^lttn^flit^^ 

Wbatet^r {)ui^Gteia$i^ ar6 itMLCte must be dt aft tlk- 

Hiireaiied o(^ in pMportion t^ thi nominal liigh 

^)0^ that ah a:c^<(9i$rine etiriidiioy ^lro4iice«4 It 

^ill h^ fyVtr through mW Ih^ Aisp^\m%Mi i^f tiu^ 

M^e, Mid ihe efikfcrgi^ d«ak Itf** ^penlKl mutt: ht 

i]>a}iiti€«d by ^ tnci^^ased scmlt «f taactfti^.' It is 

^ matter of g^6Hd ^wA»f^y ^b tnd«i^Witiiiti 

ihi^ ftmryeim lmsbei^ii<$<»teid6rablyjedtt^ ki 

l^ftkid. ^I^ d€l|ltl30kitid!i h«^-bM»^ ti^Uy f^flg 

ibrwards ^ntre the time of tfte^ifiitUt )!«ttr^cte ; 

4ittd asi hmg' M it conti«*e)^ (Im i«rt0reMs<^'t^ 

;Baa»k ai% iftiidis^t o|ipd^lb» tot tfaii^e ^ file 

go«f«rntomtiMvd th# pis^io^ ' • ^ :. ^ c 

• < if ^d erite of an excels^ oorr^ncy aff^(d»d idl 

cCl«9S69 0f tii^ ootmnufiTiy^iiidlyr iheite i»igh$ be 

, kiss mason >fbf eoihplaint; but the^nmfortMMi^ft, 

'lliat ebe etassr snfieord-^d injuty itrhnietw^ ^dfile 

andthep \s icA[f«etod to ihe M^hole pr«:«sfaiie;>witlHMt 

the possibility of relief. ItisQitrKi.cO&i^WO(» to 

tiis meitlhaiit ^eth«r her pimdvaM MHtfe^'gii'hieas 

-the emnxb()diti«9 whith> w^re: hvm&Ay \ttw^ wjflii 

shillings. Hi^ exports aiuJ^'his: Im^i^tn^ate itl no 
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4tegi»6cJ &tf%oAM:^'lte%/ in a great tneasHW, -relieved 
fi^m l!le 1^ o^pi^^^ry embarrassment ; and m 
tlie<satii€^ degree thtttr the value of immey is towered. 
Ills nominal fite'ftts' ap6 increased. "VTithont ]^fe^ 
Tse^m^greajter^neahs ^ao'befe^i' of^oMmiikBng 
4lie <ioiiifert9 and Ihe knari^ of \W, Ite fe^ him^ 
scJPrekitiVrfy^raisedkithe isrefi^of.sdciety/Wffir 
-arleasit as property has^e'^ovre'r of taislng Hkn, 
In ^opoiF^ tQ tfie n&Milntil *tho«i0afi^ b^ ttf- 
«odve9w .. . •. . ' '\. .'■** •: 'V it :i l j.^ ., , t- '^ 

' l%e Imded pro|>rielor to -inject to all tlie evils 
of a depreciated eiroulatSng' medmni ilaiifig' "ttib 
^contiManoe ot ihHr euirt^tit IcSases: Ad they ese^re, 
%i» ^p^ittanity kr aflbfdM him of ft^Gtkigff^^ 
i^h^ Thomindf^^icen of fi^odaee^ by rai^^^hfe 
rM|$, and tkm> to af oett^n; degree, of pfieset>vitig 
\m^ relativo Matiotv ki^ lifb^ ^irt th^ «ioeMi^aty . of 
seasons, and tlie consequent excessive variations 
in the pdoe^ of agvicultut^al prod^ooe, ^tf pnefvMt 
iam^ fVopi iti^^^easifig the ^amount of his incorAe in 
the same ^voportion that its'vahie^is Tjimtnii^fi^; 
and as the^ilB^reeifttioil' proceeds, "he must suff^ 
from its effi^ts^ in pi^^rportion tcrthe lengtfi'of tifefe 
for which tA» leases: areSranewed. • - . ^ ^ 
"' Bitt it «i» upon tjhat class of the eOirtttitttiiiy, 
^VWtih*rb<*eives a »w»6wtf tikioifee, tb«- th* di^fisf- 
i5lWUm of the'CiHtertdy^aete iVrtft t^e^^grdttew^ 
•seventy. Tlie piibKe ereditof, the ^<itfftanlii the. 
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clergyman, the pky^ian, tlve lif^y^w t)|6 sdditr, 
and the sailor— all the civil of&c^n^*g^r^nmtxA 
-*-all persons receirmg salaries^oi^yf*— ia short, all 
those who have no produce to ^j spoie of> by the 
Jiigfa price of lyhich tb^y Height have t^ opportn^ 
mty of rejpunerating themselves for the lofliiet^ 
whpch the depreciation iaduoes. Tbey not oi^ 
bear the increfised burdens wUcb the. govern- 
nient :is;^oin^pelled to hnpdse in ccms^aaice of the 
depreciation, but the remainder c^tiieir income oo 
' I^liger possesses the same power of procntiiig the 
necessaries aad comfwls of life. 

Let this view of the injury sustained by ti^ dass 
reoeivii% a nominal income be cctitraiSted with the 
advantages which the Aestrietion Aot bais oon- 
ferred on Uie Bank pn>prietors.^4Kiiuee the yeia: 
1797^ the proprietors of Baqk Stock hwe Deceived-, 

In 1799^1^ bonus of 10 percent Loyally, 
jn 1801, ;> - ^ 5 per cent. li^vydperoeAt* 

' per cent. Dittpi 
percent. Cadi, 
percent. Ditto, 
per cent Ditto, 
In 1807> the dividend was rai0ed from 7 to K) pier 
:C9gt whicbf with the payment o[ the Property 
:Tax» m^k^ po^re than 11 per cent Ktgul^ in^ 
.ftiesti and 100/. stock has increased irom IS7U. 



In 1803, . . 


- . 8 


In 1804, - . 


' - 5 


in 1805, - . 


' . 5 


In 1806, ■ . 


. .- s 
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ite priCQ in 1797> to 980^ its: pHpJce i^.lftOftj*^, 
Bclsi4e» wbic^, Ih^re i» generally understood to bq 
a tery lurge $ttrpltts, which has riptyetbe^ix divided 
avuoiigjrt thfs pmpri^tofs ; und, if the va»t sump of 
ifioAey thal^ baire jNeo expended during ^hb period 
upon llie buttdiii^ oC tlie Bank, be. comkl|3red, 
smiA^ idea n>ay be foriped of .U^e immoderate prg^ 
fiM that baveb^enjftc^iiired by^thid est^l^iin^nt 
Thci qi^estion, therefi^ is aiffiply tbi^> whether, 
tlie int^nMits of so large a.pa^t of tb^ opftAiiiiQitty: 
are to be 8i|€iifi(ped ibr tl^ ben^t of the proprie^ 
tiQfs 0f bank Mook, And the diflG^rent bfj^pkiug pj^rt^ 
neivhipp tbronglK^ the kii)gd€fm $ i^id it is ye^jto 
hee^Fl^ined oa whs^t groiind^ theeontioQ^npe .cl 
a li^jrstam cap be j«i0tifi^» which, if it were wise^^t 
^le time <tf it0 adopt;ion, has long ceased to be either 
eqmtaUe or poKtip. It .slight be ccdied for by im - 
periousnecewty^ duiing the moment <^alarm^ and 
may be agMn resorted to« si^MHild sii^^ilar circumr 
slaQce^ demand it; Imt. in the Mean timf> it se^ms 
no piore thuaqi right, that thp. Bank should be ^ci^ntent 
with the pno4ts that^re to be^oqtiinejd in a pursuit, 
which has at all times afforded an adequate remu- 
neration to those who have embarked m it, withoiij 
the assistance of a legislative provision, that ^as 

I ii I II ' ' I " I 'i I !>■ I ■ T il <i II iiirf rf , ii 'j ii i i to I j;..^M i M!"^^ I : 

* ReflectioD» otk the Abujadance ol Pftper^ lie. if. Sir Philip 
Fnoicis. .... 



deranged, aft4 WiltcoBlhitte tb derangtv mU^M 
tbemstBj thedreulatingsiQadittn^ofAecimotJry^' 

Ap{dications ore contisnftlljr iq^tog to f|«riia» 
jteeiit IStn* an increase of -salafy^^to^ tlM^ '1160 iggfC^wm 
aUe «0 meet 4^ pnesrare of tlie UmeB» asd^^MBi^ 
up appearances suitable to tbeir;til»li<MM in^^fe^ Jb^ 
stances of this hav0McMtfy^iOocun«d;'ai» Wefi4n*llihs 
cas&ol^l^ii^riorider^/ sp Of ^evofl^^nrl^^ Aii 
ftrmy i^d navy. The salaries in att p«l^ oAfees, 
add pttblic trading 09tnpanjed» a^e^ obUgOd^ to^i^ 
raised, to^ enable the person^ who ape <^nrpl^y<^ in 
them to purehsls& the neee9sliries'>el^4i^*. 7h996 
wh<^s^tt as well lu^biiy^ hate^ tft^a^NiM: d^.tmrn^ 
iMrringtbe weight ftom their ownshonlder^^ bni 
tlkr possessor of a nominal income i*etei¥^ 1k^ 
some nnmber of potmdsy whale^csr be lli^r i^«ao^*« 
ho is a buyer only, and snust submit; 10 h^^fkte^ 
The offects of i^r^fkif^ taxation a^ the de|)y«gsio4 
of the same class, and a tendency, as it ptiocteds 
to conibund the different ranks of sooiety. It is 
the more incnmbeit therefore upon the leglsla* 
tare to be careful,, thi* this depressed class be not 
overwhdmodbythat «fr«^rf/»«ry taxation; whieM 



* Mr. Roiei in his pattlplet on the Public Expcncfiture, in 

■f ttlVlnfl rf ^^--^ ^"^ ^ ^^ r ^ ^^ii^^<^:»|n. 4.u^ p^^;^^ 

ttVenuA^ obficrtet* *' The increase in the Excise is nearly alto- 
«f geihM i^r th» ai&gpMniladen of the salaries of the offii^^on 
'* thj^ cstabHsh]iitnt> to enable them to exist." p. 54. . 
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^nseftfirom th&lie!Ce^it)r ofwcrcfiausiagthe TtonmMP/ 
reyeatte of gbvemmeo^ in proportion 'to the" dk* 
^ciati(» of itfc vaki0. : i 

. The modo m which tli^eee evUs fure to be rmn^- 

4kdk itisnimecessaty^ aflef tvlnstl has been alreiady 

.Mid» for me to pekA ouh When tbe x^aase that 

rfaas produced the miachief ia rettioV^^ the levils 

ilifrillsulMBiderof tbemseltes. i^ord King Veiy Jostl^jr 

obterVes> <' Had parliamtot been called up^ to 

Taiithoiize ahy of those diiMt frltiids upon the 

'^ ctorrediey, Which have oftito disgraded arUtsaiy 

/' gdvenmient0i$ hdd.it been fiecdmaKend^ to 

** IheoL to raiae thfe deliikQinattoh of ,tbe»corr6iit 

*^ c6iii^ there C£tn be vh doubt tbrtsuch apni^*- 

*y posal would have beeh tweeted ^ith indtgnk- 

^* tibn; Y^ ftu ;^hikse of ^ the same niatii^e Ms 

-^*.. bfeen established by law. ia thidMCduntryw The 

** power of reducing the value of the currency by 

'^ a silent and gradual depreciation^ is^more dan* 

.**^^e«>«s, firorti the very 6»rcuftistaiiC6x)f itsbting 

♦* tess direct, and tes ekposfed to dbsehratioii*.'^ 

,1flxe difficulty tjiiat now presents, itself is, in what 

^axianfier to revert to t^e former aystem^ . withooiVii^ 

jwy to ld»3 Ba«ik# or to the iiierohmts^ who have 

' jblohg bei^ iftdu)fe<i tvitft the adetH^modation of 

« tBOi^ltt8C«UieRMtktiont)l€i0hI^ 
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t^fot^ui'iiig the discount crf^th^ir bitfs|-^atid ^ 
difficult/ is the more embarrassiiig, from ti^ v^ 
(peculiar and unprecedented combination of d^ 
(^uiii6t)incesthat exists at the present moment. / 

In consequence of the large army now mainii^cH 
<id by this country on the Continent of Eurit^ie* 
und in the Mediterranean, our foreign expafidituife 
iii unusudty great $ and the export trade, which 
' tinder the ordinary fadlities erf commercial intep- 
eourse, would CHable us to defray this expa:iditur6, 
is subjected to impediments firom the cpntronl ^- 
€rcised by the enemy over the commerce of the 
Ckintinent, which it is difficult to overcome. Otrr 
meirchante are compelled to find secret and cir« 
enitocB modes of introducing their merchandise 
into foreign countries, whichi ev«n after its intrt)-* 
dtlction, is liable to inmiediate confiscation *••*•« 



'* It his hem <aid, t)Mit> in t^e cfxnitiks more immwiktwty 
Iin4er the coatroul (tf the French, the merebants refuse to ti^ 
bur produce b exch^ge, and dettmiui 9pecie br bullion ln,p^*% 
iiWnt for whit we import 6om them. Should this be the &ct, 
!tis a strong pt-dofthit the ¥Venehdeci«e»hftTeprbdneedtM|r 
«tet>and Uiat the ridcof cdnfiiciitlimhM t»aeertain 
Vented B^$iA, aaerchuMfive ftviin Mng inUodvced into t^oie 
tountrie?. ItwiUbeimpoesibte^undertbesedrcuniitaaoeiynnich 
kitgsr to eoniiaue Auch a ccwim^xial int«rccmne« uateMii)^ 
tneansbeftnindofprocuringavciTunusualmipplyftfbuBionfifoai 
the Aiiieriimn mines : and it will be^o^ie a qjoestion, whetjier the 
South Asaerican market can take such a qoantitj of BxitPb V^" 
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This ntHist Operate as a very powerful check Upctti 
the export of the staple produce of the country ; 
aod great as the comparative excess of exports 
appears to be, from the last returns of the Cus- 
tcmi^house that have been laid before Parliament, 
it is probable that the foreign expenditure would 
have, demanded and produced a much greater ex- 
cess, but for the restrictions that the French de- 

- crees have imposed upon our commerce. It, is 
said, too, that the deficiency in the last year's 

. harvest has occasioned an increased and Unusual 
importation of foreign grain ; so that the real ex- 
change has been acted upon by the combined in- 
fluence of all the causes that can render, it unfa- 
vorable,— a large foreign expenditure, d^siandii^ 
an excess of exports which the restrictions on eom- 
merce obstruct ; and an increased importation, to 
supply' the failure of an article of the first neces- 
sity, counteracting^ the effect of the export trade, 
and diminishing its excess. K the niarket price of 



duce as will be sufficient to supply the bullion that will be wanted 
for eflfecting the usuaUmpqrts fiom Holland and France^ and that 
part of the Continent, where the French decrees can be enforced 
Independently of this, the accumulation of bullion on the Con- 
tinent will i^. degrees render its real price so low, thiat t)ie 
quttEitity to be given in exchange for commodities imported from 
thence, must be continually augmenting, and ^f course tl^e 
price of continental produce so much enhanced to the con- 
sumer here, as at length to stop the consumption altogether. 

P 
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tmltiob, tbetttfere, were ever tsoiai tbo««ldiie tAht 

ptkie by an utifaiFomble realtxciMtige, i« tftiglrt Ite 

(!xjci«cted under the ctrcumstiancei now eimnier- 

sted ; ^nd should this be the case, and the BwA 

he kttniedistely rendered iiabie to the j^ymetti; tf 

Jl»ii0te8 in specie, there woald be n6 pcmibiVOy 

of its withstanding the drain that would immedi- 

mtefy oottunenee, without such a sttdden Mntraet- 

ioti of paper as wouid endanger the stability ^ the 

raetchiia^. For the nofhinal imd the rtal ex* 

change biemg both unfaToraMe in m great degree, 

the process of melting tite cotn^ aiid the export of 

binDton> would be carried on at the same iinie;-«>n 

the first, to take advantage of thfe 'iiSkreooeh^ 

tween the market and the mint pricfe of gold ^ Ihe 

second^ on accotmt of the eKdess of the pnemittm 

lipon foreign bills above the expenses x^tke transit of 

buHion ; iandthis drain would cotrtiMie till the issues 

of bfltnk paper were sufficient!!^ cotf t rac t fed? to lowser 

the market price »f bullion belowita inint price^ 

It is not easy to ascertain what degree of con- 
traction mij^ht be requisite to produce this eSbe% 
for the issues of the country banks are probably to 
the full as much above their due j>roportion^ as 
those ol tjbe Bairic of England. In ^bt year 
]79S> b^>re the drain took place wliich beicaiaie 
tlie sttlrject of such Prions cdttiplaints to Mr. 1?itt, 
the usual amount of bank notes in circulation was 
about 1 1 millions ; a,t the time of tlie drain, the 
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iamm hai been iaoieaie^ to 13 wailikm, mUr^m 
the 4Mb of Febimry if 99, io the^tfiith q( ¥^^lm- 
9ty IWti J)«l bectt Ttolmlily eondimfHeel ^^^mU-) 

«irettl9(ti«K iti «U fMurto U «he,'kw94wa* .-and d>im 

aMice.be«n,%'tbeeo»»tiy'»pte?. TJwiapefcir- 
Qiriiitii)giiied^am,4}|«r<!^^, >rq^iE^^(9ir t^ i^- 

hstaXymat enoeed iO mtMiofis, I^lte t^wv^Mty ffi 

9^.ilt».9mki9»givm, m m(^^r»^ J^ Mr. 4tv^ 

Htvife of JUipfc*. Up ji^at^, 4))At w«via|«^ji .t<> 
Hnp.t0fltoi«ffipii, if Ih^ divkNn«U ^^ ttie p^bli? ^^#=^ 

dude tW Mtmpr^ ^in oQejb?^ wptM ife s^vsfx 
ra ike oiber monex.irap^i9<i;|ti9#s c^ the fp/gtr^ipo^^ 
He adtU, that lOOiWfit wojaWr^ *^^w^f % 4^/ 
tte c»sh |M|rmcn^<»f U^ Tp^urjrj— that ia $hf 
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tlie gro^ produce of the Customs, ^fakil ^lat 
ainounted to 3,000,000/., the Bank did n6t re^ 
ceive above 3000/. in specie;— in the produce of 
the Excise, stated ^ 7>000,000/., nbt n^Ore than. 
60»000/.; — and in the in^alments of a kmn, con*' 
listing of much larger sums, not above 1 per cent, 
upon the whole *. So that taking 1 to 10 as the 
probable proportion of the specie to the notes, 
there would be about oiie* million of tlie former Ja 
circulatibn, makings together with the paper, 11 
miRions for the total amount of the currency of ^ the 
metropolis. By the last returns of the HoUie of 
Commons, the bank notes in circulation 6fi>(lielSth 
of Jan. in the present year, exclusiive of the Batikf 
posf bills, amounted to 30,582,8102;; and as the 
quantity of these notes that circulate id the country 
is very trifling, it is not improbable that the curr^icy 
of the capital has been nearly doubled in the course 
iDfthe last thirteen years. The general opinion is^ 
that the country banks have made a still more ex- 
tensive use of the privileges which the Restriction 
Bill has afforded, and have multiplied their paper 
to an enormous amount. There seems every rea- 
son, therefore, to conclude, that the circulating 
medium would be under-rated at double its amount, 
in the year 1707 ; and consequently that if the 



* See Wheatley on the Theory of Money, p. 142. 
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^oufiftrfdoies iK>t require a greater quantity, rof 
-<mrreftcy now, tKan it did at that time, the. Bank* 
must contract its ;mper one half, or to about 1 1 
miUtons, before commodities could be brought 
iMck to their natural prices*. 

Those who have attended to the distress in which 
the merchants were involved at the period to 
MNhich. we have referred, by a riductiph. of \m\k 
paper from 13 ^ to 8i miUions in two years,. 'maly 
conceive liow infihitdy more they must suffer by a 
sadden diminution of it frdm 21 to 11 millioQ& 
But this circumslaziee, which is a cogent ceospn 
against the immjediate vepe&l o£ the Bank Re* 
striction Bill, is Also the strongest proof of the. 
effect which the contraction of currenpy has upon 
prices ; for whence oould the distress of the mer- 
chants arise, but from their being compelled to dis* 
pose of their stook at reduced prices ? They bave^ 
now been so Icmg habituated to the chanced rates,- 
tfaat their purchases have been made with re&r* 
ence to tliis system, and under an ^Kpeotation o/t 
deriving their present high nominal piofit&frcHiiMb? 
continuance. The number of pttrchia9essi;in the 



* The increase of prices, arising from the gradual progres* 6f 
taxation, wiU probably require a larger circulating iii^digw 
than might bp wanted in J1797. 
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market^ o^antmcsd % the iuepcifised iswes o£ 
paper* will be withdrawn^ when the pftpm* i»«|;pm 
oonlracted^ and conaequeotly the hcM^r oC pror. 
dace that has been bought wpen credit^ jmi fan 
which bills are outstanding, murtsdi in the fallmg^ 
markets, in order to meet their aceeptmic^ wh^a 
ihey beeofne due. The Bank »k% in ;eoMf^nen<^ 
of the drain, will be compelled to rednfit ili piq^fh 
which it cannot effisct, without refMii^ i)»w^ 
disN^ounta, The nMrduurt, no logger pommmg, 
the means acs before, of coining Jm cnrdit into. cUtr. 
mocjr, must either sell, or be uaable to make good 
hfs ps^^vents. la the enne propMtlofi. as ^m i^r; 
crtaseof b&fers was created by the.oyerrtswef l^> 
ccmfraction will create an increi^ of ^f^\f^ k m4 
thus it a{>pear5 etident, that so ^uddi^ ad^nlfM^ 
tioa of cttrrency^ a3 woiikl be necessdr^ to^protffitr 
tlt^ Bank, if the restriction were teiTftediatf^j 
withdrawn, Wiould inentaUy occai^ gre^ pe^ 
ooniarjr distrcbs, and be attended with the mast n^ 
jWrioni qMiae<{uence3 to the credit and cimmm^. 
of the nation. 

But tbsfe 18 no necessity for sech vioiem^e.. TTjU^ 
Bank may gradually diminish the anroui^t of its 
paper. In the same matiiier in which it has for the 
hit tbirteeia^ years beei^ gradually increased. It^is 
true racii a |m>ceedfn^ iviU not be so popular witb 
the merchants, but it will not be attended wiih 
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"any Veal injury io their intcrfests, wbibt it 'will 

'^fifer a subsianttal benefit on' th^ poi^eesor offt 

nominal income, a benefit to whidh he is upon 

-^tery principle of jiiitice entitled: ' ' 

• It is only necessary for parliament tbd^rmine 

the amount of the annual diniudition of the istnis 

of the Bank, and to enforce the continuance of 

'the ttieasure^ till it is found that tlieltnarket prio^ 

erf imllioh is permanently reduced, in a triflhg de- 

gr^, below its mint price. The currency will 

then be of the satiie value as if it consisted eiitirely 

df the preck)us metals, and the restriction may be 

removed without thfeidightcst injury t6 the &in&, 

or any real injury to the meix;haat. This i^kperi* 

nieht tiiay be made with the otmost safety, b<Hh 

to tilie^nk and the country; because parliatnent 

wiU aH any IkUfi hate tlbe power of inci^easiiig or 

diminishing the anniiai contraction, should it he 

fimnd that, in the fimt instance, too low ih* too 

'liigh ia limit tmd been assigned *1 



* Tlie Bank has been indulged €o long in the exercise, of the 
«aAiraordinaty prmleg>qs conferred upoait l^ the l^islatufe, aid 
has, by its extensive advances, acquired such a controul over the 
finances of individuals, and of government, that it majfr, per- 
iiftps, tevfe became quesTtlenable, ifhetfaer the %*ector8 of thaft 
^emAoHdHiKMiiic TMi^e not, at nus moment, the power of aii*t0ftln8r 
'^fliehr wrn terms ; «ad vilicther the legiskxture may not be under 
the necessity of receiving, rather than of proposix^ coiMlitions. 
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It will require, however, much caution and dome 
firtnnessjlest the legislature should be husled by the 
ciatnours of those who will first feel the effects of the 
remedy; for as the Bank will immediatdy experi- 
ence a diminution of its profits, and probably be at 
length compelled to lower the interest to the propri- 
etors ; as the issues of the country banker will be re* 
strained within their : natural limits; and as the 
merchant, under the first alarm which the faHtog 
prices will excite, and without &>rming a just con- 
ception of its cause, will not fail to exclaim dgainst 
a system apparency so adverse fa? his interesta; 
.there can be little doubt btit that the public, dur- 
ing its progress, will be eCssailed with the most 
gloomy predictions of the decline of the general 
wealth, and the ruin of the commercial pmsf^rity 
of the nation. But a full and accRrate acquaint- 
' ance with this most important subject, will lend 
• the government and the people to disregard and 
despise such idle and interested clamours,— —tp 
consider these effects not as sjrmptoms of decay, 
t)ut as evidences of the efficacy of a fheasure tend- 
ing to restore the energies of the country. It will 
teach them the necessity of perseverance, not 



Should these coi\}eclures have any foundation in truth, they fur- 
nish the most cogent reaspns for the immediate extinction of a 
. power, whose existence is incompatible with the independence 
and the supremacy of government. 
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merdy for the purpose of obviating those mischiefs 
which have hitherto been experienced, but in or- 
der to prevent the still greater evib, which must 
infallibly result from an adherence to the same 
system. Above all, it will induce them to submit 
with cheerfulness to those trifling and partial in« 
conveniencies, whi?h may occasionally be experi- 
enced during the progress of the remedy, while 
they look forward with confidence to the re-esta- 
^liiOimegf ^ ^^^i^t ^wi^;ind 6?d«rj&f *hingp, 
j^A the cott$Qq«^t i(D?r^^, m^m^ S>f tlje wm- 
fqrt<i of t^e great ffm» of *P lB««iilliHU^> bwt of 
th§ iWQmpp«!i ^ WMWfft ^»4 :theAi»*riietttonce 
of the government. 
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